





Kennedy’s economic advisers 


(Page 46) 
| e175 . 
N 
ot BUSINES 
E i 
*125 
x | 


}* 100 





( A McGRAW-HILL PUBLICATION SFIFTY CENTS 





FEB. 18, 1961 





y; 
wi 
(ST-Tal-1a- 1 oil (Ton dal (od al -t— tke [—leilo[-Te) 
Jo}-\ol- mn -aer- oro} aalaal-aei[-| mm el ge) olor 
sition—and Hilliard W. Paige 
is the man in charge. 
f . (Research) 
oad 





avers 


¢ ‘ A iveade GVUGGY VV 
AUGIT NSO 


30 LIICwIATeN 








on 








— 


ee 





or 








Sas 


“ROUGHNECKS” IN ACTION... PROBING 8,000’ BELOW! 


porating advanced design and improved internal construc- 
tion. Painstaking quality control makes them last longer, 
require little or no maintenance. If you use bearings for 


And “roughnecks” well describes the equipment as well as 
original equipment or replacement, specify Bower! Bower 


men who work on off-shore rigs drilling for oi] at great 
depths. Bearings, for instance, must operate efficiently under 
tremendous loads day in, day out. Bower tapered and cylin- 

Roller Bearing Division, Detroit 14, Michigan. 


drical roller bearings are engineered for jobs like this—incor- 






tapered DIVISION OF 
cylindrical FEDERAL-MOGUL-BOWER 
journal 

BEARINGS, INC. 
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ROLLER BEARINGS 


IN TRUCKS, Bower roller bearings minimize maintenance, IN FARM IMPLEMENTS, too, Bower roller BOWER tapered, cylindrical and journal roller bearings 
u bearings cut down-time, keep equipment rolling. of advanced design serve practically every industry. 


help fleets r operating costs. 









In BUSINESS this WEE K february 18, 1961 
GENERAL BUSINESS WOOING SUPPORT FROM BUSINESS. Pres. Kennedy assures top busl- 


BUSINESS GLIMPSES BLUE SKY OVER WHITE HOUSE. New Adminis- 
Page tration appears to be courting business rather than playing the role of public scold 26 


RUSHES CUROCK ft? U.S. BRINGS BRITAIN IN ON THE GOLD PROBLEM. Seeking closer 


WASHINGTON OUTLOOK 39 = Rae . ‘ 
INTERNATIONAL OUTLOOK. 97 realy IMF support—Administration explores West's financial problems 
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PERSONAL BUSINESS 117. | With Visitors ..........ececeee cee ceceeccreceeencereceeeeeeeseeeeneeees 
THE TREND 136 STRESS ON THE WELFARE STATE. Kennedy moves vigorously to help the 
FIGURES OF THE WEEK 2 aged and the unemployed, and to aid education. Economic-fiscal plans are more 
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AMC COURTS WILLYS’ JEEP. And Willys courts right back, for this possible 


merger seems to be a clear case where each has something the other one needs.. 30 


RUSSIANS GET BIG JUMP IN SPACE. Venus shot shows Soviets have all 







key elements needed for space exploration. ...........00. cece eececeeeeeees 32 
FTC CHALLENGES CEMENT MAKER. American-Marietta’s acquisition pro- 
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IN BUSINESS. California anti-smog muffler test; cut expected in Atlantic air 
cargo rates; new antitrust head named.......ceeeseccccsccccccccccccceees 36 
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BUSINESS ABROAD: Reds Export Cuban Revolution. Spread of Fidel Castro’s revolution poses threat 
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ECONOMICS: How Kennedy’s CEA Sees Road to Growth. Official economic advisers aim to 
close “deflationary gap” by more spending rather than tax cuts.............4. 46 





FINANCE: In Finance. Bates ahead in battle for Fruit of Loom; New York bank merger pro- 
posals; Martin Co. buys 14% interest in ZpscO... 1.6... e cece cece eee ee eeees 54 
From Movies to Appliances. That’s the career of the former Republic Pictures Corp. 59 






GOVERNMENT: In Washington. Patronage mixup on Seaway; contracts to unemployment areas; 
ICC reorganization for speedup; confirmation of Minow as FCC chairman.:.... 101 






INDUSTRIES: Alaska Gas Deal Bogs Down. A treacherous stretch of water puts crimp in Robert 
Baldwin‘s near-perfect plan to pipe gas ‘rom the Kenai to Anchorage.......... 89 





LABOR: Another Crisis for Metro. Resignation of chief officer of Dade County’s metropolitan 





government raises new questions abou’ workings of system............+e2000. 102 
Labor Rift Grows Over Free Trade. /\ore unionists are concerned about unem- 
peas cuennd Gy ATR, «65a: Cinceehsd cadese= desis csdeveeeiianeae 104 
In Labor. Mitchell quits work rules inquiry; Hoffa says union is clean, “now”; engi- 
neers give up organizing effort; NMU wants to cut work week. ...........+0+- 109 


MARKETING: New Spending Pattern Evolves. Services are claiming an ever higher portion of 
the consumer dollar, mainly at the expense of durable goods..............e00: 77 


THE MARKETS: Investors Bet on FPC Changes and natural gas stocks regain some lost glamor.... 111 
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In the Markets. Bull market in making; AT&T rights offering; Pan Am and National 
Airlines clash on stock disposal; Paar show's effect on $10 shares; advice to 





Washington on reducing long-term rates. ........ cee cece cece cece eeeeeeees 114 
NEW PRODUCTS: Easy Chairs Get a Remolding. Molded shell is basic element in new line of uphol- 
stered furniture, part of a trend that is reshaping furniture business............. 84 
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ry. PRODUCTION: In Production. GE uses sparks to shape metals; direct reduction of copper to get 
wm tryout; new laminated aluminum foil can. 2... 2.6.66... cece eee eee eee ee eees 121 
. # RESEARCH: In Research. Unsatisfactory cooperation between Russian science and industry; 


enzyme chemistry aids diagnosis; relation of weather to illness; aluminum sub.... 125 


GE Finds a Profitable Place in Space. Its Missile & Space Vehicle Dept. (cover) 
is shifting emphasis from missiles to big commercial potential of space equipment. 126 
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t 1953-55 Year Month Week § Latest 
} Average Ago Ago Ago Week 
é 
BUSINESS WEEK INDEX (chart)... .. 9 1333) 159.1 144.3 145.0r 143.5* 
§ 
; 
PRODUCSION 
Steel ing¢t (SROUS; DE FONE) 55. sigs cnet on eh chon sodas sees es cule pee eeaeens 2,032 2,687 1,482 1,492r 1,524 
INGE ~ ooo aia x dew baked xe hiccaencausa dank Uaanessiueidanns 125,553 153,186 110,808 100,589r 91,614 
Engineeri$g const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $55,824 $84,546 $52,595 $51,319 
Electric power (millions of kilowatt-hours)... cccccoscccsscececsesese 10,819 14,071 14,684 15,072 14,744 
Crude oil and condensate (daily av., thous. of bbls.)........+-eeeeeeeeeees 6,536 7,256 7,151 7,136 7,173 
Bituminoj;s coal (daily av., thous. of NOUS). cc). scicub evan secs ceheees teaws 1,455 1,412 1,366 1,171¢ 1,238 
SNE CHONG x 5 sc nwceatasicks teeshan erousacmaaweereten Secaves 247,488 325,402 305,418 313,152 301,286 
4 
TRADE : 
Carloadingys: miscellaneous and I.c.I. (daily av., thous. of cars).........eeee. 70 59 47 46 48 
Carloadirhys: all others (daily av., thous. of cars) see ila dine eee onal a Cea ee 47 39 33 33 35 
Departmént store sales index (1947-4 9 = 100, not seasonally adjusted)..... 121 111 118 103 106 
Tr sailures (Dun & Bradstreet, number)......eseeeeeeees cccecccces 198 317 335 368 376 
PRICES 
sane raw materials, daily index (BLS, 1947-49 = 100)..........sse0- 89.2 93.4 87.0 88.0 88.4 
Foodstufis, daily index (BLS, 1947-49 = 100)........ccescscccscccvccees 90.5 72.7 77.3 78.7 78.9 
Print cloth (spot'and nearby, Y0.)......ce. cc cstsccsuveesssecsdevecsaus 19.8¢ 22.2¢ 17.5¢ 17.4¢ 17.5¢ 
Finished bteel, index (BLS, 1947-49 = 100)... dvecccccscscccceuececvcces 143.9 186.8 186.2 186.2 186.2 
Scrap steel composite (Iron Age, fon).......cceccccccccccscccccccccccs ‘ $36.10 $39.17 $31.50 $32.50 $33.50 
Copper (#lectrolytic, delivered price, E&MJ, Ib.)......cescccecccccccevces 32.394¢  33.350¢  29.575¢  29.000¢  29.000¢ 
Aluminuy, primary pig (U. S. del., E&MJ, Bhs is oun oo vareuedeadaepucae 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminusp, secondary alloy #380, 1% zinc (U. S. del., E&MJ, lb.)..........- tt 25.01¢ 23.00¢ 22.96¢ 22.90¢ 
Wheat (Io. 2, hard and dark hard winter, Kansas City, idea tateanniawee $2.34 $2.10 $2.03 $2.06 $2.05 
Cotton, euily price (middling, 1 in., 14 designated markets, Ib.).......+e+e. 34.57¢ 31.97¢ 30.11¢ 30.24¢ 30.34¢ 
Wool top}s (Boston, Ib.)....cccscccccccccccccccccccccesscsscsessevece $1.96 $1.77 $1.67 $1.69 $1.70 
4 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10).........seeeeee 31.64 55.11 59.50 62.03 61.60 
Medium %rade corporate bond yield (Baa issue, Moody’s)..........+eeeeeee 3.59% 5.33% 5.11% 5.08% 5.97% 
Prime rae paper, 4 to 6 months, N. Y. City (prevailing rate)..... en: 2-248 % 4% % 3% 272% 3% 
BANKING (Millions of Dollars) 
Demand feposits adjusted, reporting member banks.........+++++++eeees tt 60,597 61,164 60,686 60,192 
Total Ices and investments, reporting member banks..............ee00e tt 101,699 109,068 109,651 108,630 
Comme Mai, industrial, and agricultural loans, reporting member banks... tt 30,966 32,750 32,155 32,131 
U.S. Gantt guaranteed obligations held, reporting member banks.......... Pf 26,117 30,154 30,712 30,260 
Total federal reserve credit outstanding. .........sceccccescccceccecces 26,424 27,135 28,597 27,853 28,148 
DMG BekK yocaccccn <vekobisetevebsN ess ceeces Veeeeeaewepeses tence 21,879 19,433 17,615 17,436 17,415 
1953-55 Y Month Latest 
MONTI@Y FIGURES OF THE WEEK — OS ee 
MNO ARME AINE: SITIONS) «2.0 0 3:05 S'0 Gro 'e'e bn's 04.05 sosisawieeuselseae January........ a 62.2 64.0 66.0 64.5 
Unonaplotaont (iri millions). ..c/s.0s <0 c6% 0000609 OW cc cccceredeses January........ ‘ 2.5 4.1 4.5 5.4 
Average Seekly earnings in manufacturing............... ee Janvary....... eee $73.36 $92.29 $89.55 $89.55 
Retail sees (seasonally adjusted, in billions)........sseseceeseces January...... ites $14.5 $18.1 $18.0 $17.7 
Seaperts (in ANUMONS).. oc vs vdecsdeteceese a0 0b.cbbeeevccsd ccd POCO sccescbacs $902 $1467 $1161 $1157 
* Preliminar?, week ended February 11, 1961. r Revised 
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Humane Art 


Dear Sir: 

You are to be congratulated, in 
the opinion of this active member 
of the Democratic Party, on the 
approach you have taken in re- 
porting the challenges confronting 
the nation under the new Adminis- 
tration. 

Your issue of January 28 does 
a remarkable job of depicting the 
need for a broad vision of those 
challenges, and the need for a na- 
tional response. 

From the article on inventory 
liquidation, which states that the 
economy is now in recession, to the 
sympathetic article on India’s Third 
Five-Year Plan, which notes that 
“Private enterprise spurted unex- 
pectedly in India’s mixed socialist- 
capitalist economy,” you have 
spared no effort to report truth 
uncluttered by bias. 

Your approach reflects, I think, 
what business, with other parts of 
our society, has learned in its com- 
ing-of-age in this century: that 
economics is a humane art, not a 
statistical science exclusively; that 
men who hold power in any form 
must wield it with wisdom and re- 
sponsibility; and that there does 
exist a unified American viewpoint 
on our problems and on our op- 
portunities—a viewpoint not di- 
vided on lines of class or interest, 
as the enemies of our country have 
too long insisted. . . . The new Ad- 
ministration will need the informed 
criticism offered by business which 
only this broader vision of the 
role of business can produce... . 

You do a real service, in this 
reader’s opinion, in an _ editorial 
policy which reflects the truth. 

PETER STANFORD 
ACCOUNT EXECUTIVE 
OGILVY, BENSON & MATHER INC. 
NEW YORK, N. Y. 


Sunny South Georgia 


Dear Sir: 

Your article “Big Steel Gets 
Jump in Canadian Ore Race” [BW 
—Jan.28’61,p62] prompted this 
letter. Why does big steel search 
for iron ore under freezing condi- 
tions in another country when we 
here in Sunny South Georgia, USA, 
have iron ore in abundance and 
very near a soon-to-be-completed 
navigable waterway on the Chat- 
tachoochee River? We also have 
some 99% pure limestone. . . . 

Joe SALTER 
THE CHAMBER OF COMMERCE 
ARLINGTON, GA. 
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Mayfield, Kentucky, has invested 91/-mil- 
lion dollars in this recently completed plant 
for The General Tire & Rubber Company. 





KENTUCKY offers 


more industrial FINANCING PLANS 


sartly to Kentucky’s natural advan- 
partly to its unique combination of 
cing plans to supplement the usual 
(ancing, more great and successful 
now negotiating or building new 
ast-growing State than ever before 


HANKS 
tages, an 
new-plant fir 
commercial f 
companies ar 
plants in this -? 
in history. 
A $9,500,080 plant has just been built in May- 
field, Kentuck.;, for The General Tire & Rubber 
Company — fisanced through the issuance of in- 
dustrial revenf®e bonds. Other large new plants 
have similarlyfeen built or are now building in 
Danville, Fran}sin, Eminence, Lebanon, and Bowl- 
ing Green, forfisenesco, Inc., Potter & Brumfield 
Division of A:zrican Machine & Foundry Com- 
pany, Red Hex: Division of Brunswick Corpora- 
tion, Swift ans Company, and Bowling Green 
Manufacturing :Company, subsidiary of Holley 
Carburetor chp 
And, just tht year, Kentucky has created two 
additional sourcys of industrial financing (one from 
public funds a*l one from private funds) which 
now give K Hat y an unmatched “complete line” 
of different finaW-ing plans: 










i COMMONWEALTH OF 


than any other state! 


1. Industrial Development Finance Authority: The 1960 
General Assembly, for the first time, appropri- 
ated funds which can be loaned to local non- 
profit industrial development agencies to finance 
industrial subdivisions and plants. 


Business Development Corporation: This is a company 
organized to make loans to new industries or to 
existing industries for expansion. It is privately 
managed and is privately financed by banks, 
insurance companies, utility and transportation 
companies, and other private corporations in- 
terested in Kentucky’s economic expansion. 
Most Kentucky financial institutions have 
already subscribed to its stock and lending funds. 


Would your company like to consider the advan- 
tages of financing a Kentucky operation? We would 
feel privileged to send you full details and recom- 
mendations. Your inquiry will be held in strictest 
confidence. Address: 

Lieutenant Governor Wilson W. Wyatt, or 
E. B. Kennedy, Commissioner, 
Department of Economic Development 
300 State Canitol Building, Frankfort, Kentucky 
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BUSINESS OUTLOOK 








BUSINESS WEEK Retail sales in January fell to the lowest point in-13 months (after 
allowance for seasonal factors and differences in numbers of trading days), 
FEB. 18, 1961 according to the Dept. of Commerce. 


The total for all types of stores compared unfavorably both with 
December and with a year earlier (although only about 2% under in each 
instance). 


2 EO Te PT 


Moreover, January was the third straight month to show a decline— 
precisely the pattern of consumer income in the same period. 


A BUSINESS WEEK 


Merchants rang up $17.7-billion in January sales against $18-billion in 
December and $18-billion-plus a year earlier. 


Attrition was felt by establishments handling both durable and non- 
durable goods. Even food sales (which hold up better than average during 
recessions but can’t overcome weather that keeps housewives at home) 
posted the lowest dollar volume for any January since 1958. 


SERVICE 


Apparel stores, like food markets, find a culprit in the weather. 





Even though people may have needed winter garments and footwear, 
it was difficult for many to get out and buy them; those who did get out 
often found stores sold out of snow-country goods. 


All in all, the preliminary figures add up to the poorest January for 
apparel volume since 1957. 


a ee a ae 


Furniture and appliance dealers, running behind year-earlier levels 
ever since last spring, found January results in the same rut. They’re look- 
ing to the expected increase in housing (however slight) for help. 


And sales of new autos dived in January from the good levels of late- 
1960, further depressing dollar totals in hardgoods. Nevertheless, unit 
sales of U. S.-built cars very nearly matched a year ago, the decline resulting 
largely from a drop of 10,000 or 25% in imported models. 


Economists have been saying, up to now, that consumers were buying 
more goods than were being produced. As long as that was true, they 
could confidently predict an early upturn in the inventory cycle. 


Yet they harbored the knowledge right along that continued inventory 
liquidation might weaken the outlook for jobs, income, and spending. 


Now that retail sales have turned disappointing, the question has to 
be: Is the recession fanning out from just an inventory adjustment into 
something that may get more serious? 


Consumer spending at retail, at this point, might be reflecting any of 
these factors: 


¢ Fears over being able to get a job or hold the one you have; 
e An actual purse-pinch on the incomes of a great many families; 
¢ Or weather so bad that people simply haven’t been in the stores. 


Unless you say with a good deal of confidence that it’s mostly weather, 
you have to have misgivings about an early upturn in business. 
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BUSINESS OUTLOOK (continued 
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Consumer psychology can shift swiftly and subtly, of course. 


If weather should turn fine before Easter (and if weather has, indeed, 


been the villain), good catch-up buying might result. 


Moreover, Washington’s programs to relieve the distress of unemploy- 
ment and bolster purchasing power might stem any further erosion in 
personal income, thus strengthening consumer confidence. 


In any event, the spotlight will remain strongly on the consumer. 


Auto production is dragging bottom this month at a scheduled 380,000 
units; it has been declining month by month ever since the new-model 
year zoomed off at 617,816 in October. March is now set at 480,000. 


This tells you a good bit about the economy—even if you hadn’t been 
keeping track of layoffs in the assembly plants. When an industry that 
accounts for $40-billion of retail sales (counting used cars, trucks, parts, 
etc.) slows to little more than half speed, it hurts. 


Production of automobiles for the first quarter now is scheduled at 
1,275,000, according to Automotive News. 


That’s a cut of some 175,000 from output planned as the quarter started 
and the poorest, except‘for 1958, in the last half dozen years. 


The figure looks particularly bleak against the 2-million output for the 
same period last year when the industry was racing to make up for produc- 
tion losses imposed by 1959’s steel strike. 


Even the reduced rate of operations seems so far to have accomplished 
little in the way of reducing dealers’ stocks of new cars. 


January production of 414,500 seems to have topped domestic sales 
and exports by about 25,000 or so, field stocks of U.S.-built automobiles 
rising to an estimated 1,027,000 at the beginning of February. - 


Nevertheless, stocks may be pared a little this month; not only is 
output down, but dealers report some improvement in sales. 


Cutbacks in the auto plants—with their wide repercussions in other 
industries—help to account for January’s unemployment of 5,385,000. 


Manufacturing layoffs last month cut 260,000 from payrolls, a larger 
than seasonal drop. Nevertheless, the total rise of 850,000 in jobless last 
month was a little less than would normally have taken place. 


Three-quarters of the 900,000 decline in manufacturing employment 
over the last year has been in transportation equipment (which in iudes 
autos), metals (from which autos are made), and machinery. 


If unemployment rises above 542-million when the February count is 
complete, total employment will fall below year-ago levels. 


This may not, on its face, seem surprising. The point is that, even 
with business sagging, employment has set successive records for the month 
in every one of the last 13 months—even in January this year. 


This ability to support record payrolls (in the face of climbing unem- 


ployment) explains how business has held up as well as it has. 
Contents copyrighted under the general copyright on the Feb. 18, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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BUSINESS meets the Administration: Pres. Kennedy at luncheon beside Charles M. White, honorary chairman of Republic Steel. 


Wooing Support From Business 


Close to a thousand U.S. industrial- 
ists came away from Washington this 
week with assurances from Pres. Ken- 
nedy, Vice-Pres. Johnson, and Cabinet 
members that the new Administration 
hopes to gain its goals by cooperating 
with business rather than by fighting it. 

In this first formal meeting between 
the business community and the Presi- 
dent—it was sponsored by the National 
Industrial Conference Board—Kennedy 
went out of his way to calm any fears 
of businessmen that his regime would 
be hostile to business. 

He told the industry leaders: “We 
know that your success and ours are 
intertwined. Whatever past differences 
may have existed, we seek more than an 
attitude of truce, more than a treaty— 
we seck the spirit of a full-fledged 
alliance.” 

Later, Vice-Pres. Johnson, in an al- 
most impassioned speech, urged busi- 
nessmen to forget shibboleths of the 
past. Again and again he told them that 


“‘vesterday was vesterdav,” that new 
responses are needed from business to 
meet new facts. “We want no proxy 
wars with business,” he said. 

¢ Break for Expansion—As if to empha- 
size his call for an alliance with business, 
Kennedy used the occasion to say he 
would soon send to Congress a proposal 
for “a new tax incentive for businesses 
to expand their normal investment in 
plant and equipment.” 

Kennedy did not spell out his inten- 
tions, but tax officials are working on a 
propesal to be sent to Congress about 
Apr. 1 embodying tax credit for plant 
investment this year over and above 
normal depreciation, coupled with tight- 
ening of some “loopholes” such as divi- 
dend tax credit to offset the losses to 
the Treasury. 
¢ Give and Take—For this blue-ribbon 
gathering of industrialists, NICB man- 
aged to turn out a good representation 
of top U.S. leaders (pictures, this and 
following pages). In turn, Kennedy pro- 


duced a string of his top Cabinet efh- 
cials. They laid out the domestic and 
foreign problems the nation faces and 
urged business to understand their mag- 
nitude and difficulty. And they exposed 
themselves at the day-long meeting to 
questions from the floor. 

At the end of the day, the consensus 
was that, at least for the present, the 
Democratic Administration is bending 
over backward to stay out of anv knock- 
down fights with business. The ver 
fact that Kennedy and his team agreed 
to participate in such an assembly so 
soon after taking office was heartening 
to the businessmen. The NICB simply 
presented the idea to the President, who 
quickly agreed. 

Many businessmen clearly have been 
wondering about where thev fit into a 
regime replete with professors and 
others of whom thev have alwavs been 
suspicious. The NICB session at least 
gave them some indication that their 
views and problems aren’t going to be 
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SECY. OF STATE Rusk tsiked of the problems of doing business abroad, of what busi- 
nessmen can do to help the :ation’s trade. He was one of three Cabinet members on the 
program. Top businessmen :acted as chairmen at NICB meeting, in this case Alan H. 
Temple (back to camera), vice-chairman of the First National City Bank of New York. 


Top business leaders mingled with Administration chiefs and 
listened to their views (story starts on page 23). 


ignored completely. The: olive branch 
was obviously being extenced. 
e Makes a Hit—At t 
where Kennedy spoke, theiusinessmen 
roundly applauded him. Bev liked his 
“Irish humor,” laughed hard when he 
quipped that “it would be premature to 
ask your support in the next election, 
and it would be inaccurate -'o thank you 
for it in the past.” : 

Kennedy didn’t retreat from his cam- 
paign theme that economi;: growth has 
been far too slow. But he} put his goal 
in palatable terms, with ¢mly passing 
reference to big new spend tig programs. 

He spoke in businessm@'s language 
when he called for modnization of 
U.S. equipment. The avgfrage age of 


luncheon 


HENRY FORD 
Chairman, Ford Mo : 


production facilities, he said, was rising 
when “in a dynamic economy that aver- 
age should be falling.” 

Moreover, the definite promise of a 
tax incentive to help capital investment 
was exactly what some had come to 
hear. The president of a small manufac- 
turing company in Ohio, for instance, 
told Secy. of Labor Arthur J. Goldberg 
that he was ready to spend $50,000 to- 
morrow for two new turret lathes if he 
could be certain of a faster depreciation 
rate. 
¢ Goldberg Approved—Goldberg went 
far in impressing the businessmen, in- 
cluding those whom he was battling a 
few months ago as a union lawyer. His 
main theme was that his tour of high- 
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RICHARD S. REYNOLDS, JR. 
President, Reynolds Metals Co. 


SECY. OF LABOR Goldberg is button- 
holed by White with questions about wage- 
price policy. Between them is R. G. Follis, 
chairman, Standard Oil Co. of Calif. 


unemployment areas and his labeling of 
the present slump a “full-fledged re- 
cession”’ were not born of political mo- 
tives. Rather, he said, they were to in- 
dicate the concern of the President and 
to alert the nation that action was 
needed “‘to see the economy reinvigor- 
ated.” 

He promised there would be no new 
WPAs. The Administration’s primary 
objective, he said, is to take the meas- 
ures necessary so that private industry 
can provide jobs for “‘all who are ready, 
willing, and able to work.” 

Goldberg junked part of his prepared 
speech to deny stories about plans to 
use the soon-to-be-organized Advisory 
Committee on Labor-Management 
Policy to dictate wage or price policy 
(page 26). Both he and Kennedy agreed 
the Administration wants price stabil- 
ity and will seek ways to achieve it 


FREDERIC B. WHITMAN 
President, Western Pacific RR Co. 
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VICE-PRES. Johnson, after calling for business support of the 
Administration, chatted with individual members of the big 
group, many of whom he knows by name. Here, Johnson (left) 
discusses a point with Philip W. Pillsbury, Pillsbury Co. chairman. 


but without direct or indirect controls. 
¢ Some Criticism—About the only 
point where the businessmen found 
fault with Goldberg was in his defense 
of industrywide bargaining. He said any 
law that would prevent such bargaining 
would inevitably breed another law to 
require business to bargain on a local, 
plant-by-plant system, with full author- 
ity in the hands of local management 
to make whatever deals it could, regard- 
less of company policy. Many men lis- 
tening thought the argument specious. 

On another point—the increase in 
unemployment compensation taxes on 
business to finance the Administration’s 
extended jobless pay plan—Goldberg 
was able to deal with a criticism from 
the floor by insisting this was the onl) 
fiscally sound method. 

At any rate, Goldberg left the busi- 
nessmen in good spirits, especially when 


FREDERIC W. ECKER 
Chairman, Metropolitan Life Insurance Co. 
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he opposed a shorter work week for the 
same pay. 

¢ Government in Business—Despite the 
general mood of conciliation, there was 
little question left in the minds of the 
businessmen that they can expect the 
government to play a lot bigger role 
in their affairs than they have been 
used to in the past eight years. That 
bothered some of the group, one of 
whom summed up the meeting: “It 
confirmed our worst fears.” 

In particular, the businessmen. bridled 
at remarks by Ivan A. Nestigen, Under 
Secretary of Health, Education & Wel- 
fare and former mayor of Madison, 
Wis. Nestigen filied in for Secy. Abra- 
ham A. Ribicoff, who was ill. His list 
of things he insisted the federal govern- 
ment must tackle on a national basis— 
water and air pollution, hospital con- 
struction, medical care for the aged, aid 


H. HELM 
Chmn., Chemical Bank New York Trust Co. 


SECY. OF COMMERCE Hodges (left) follows his turn in ques- 
tion-and-answer period by talking with members on the floor, such 
as Cris Dobbins (back to camera), president of Ideal Cement Co., 
and (facing camera) Murrell O. Matthews, Ideal’s 


Exec. V-P. 


to education—raised the businessmen’s 
old fear of federal control. 

Question after question put to Nesti- 
gen revealed this concern. Nestigen 
stuck to his guns, admitting that the 
issues are controversial but insisting that 
solution to many of the problems is 
beyond the financial ability of local 
and state governments. 
¢ What Worries Business—Question- 
ing from the floor gave some indication 
of things now bothering businessmen— 
foreign competition, big government, 
labor featherbedding to negate automa- 
tion. Questioners were interested in 
the possibility of more trade with 
Russia. 

Secy. of Commerce Luther H. 
Hodges, a former businessman who was 
sympathetically received by the group 
as one of them, was applauded when 
he bluntly answered “no” to the ques- 


CHARLES H. KELLSTADT 
Chairman, Sears, Roebuck & Co. 
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tion of whether our c&nmercial at- 
taches abroad know their@$obs. He said 
there had to be a “much closer relation- 
ship” between these St:te Dept. of- 
ficials and his Commerc: Dept. He 
indicated he hoped to invi:lve the Com- 
merce Dept. in foreign tra:le policy. 

On the other hand, he said too many 
businessmen don’t think «bout exports 
“until they run out of Gomestic busi- 
ness,” and he suggested that labor and 
management are both to lame for any 
inability to compete with joreign goods. 

As for bureaucracy, he :nswered that 
he had no intention of lpuilding a big- 
ger empire and was oppog¢ed to creation 
of a transportation dej§:rtment that 
would just multiply cos}. This also 
‘brought satisfied smiles m the audi- 
ence. 
¢ Labor Issues—In Goijdberg’s quiz 
period, he heard questions about 
featherbedding, the lack of success of 
labor-management meetings, the eco- 
nomic power of labor unions. He took 
criticism of Labor Dept. statistics. 

Goldberg agreed that 'J.S. industry 
must step up modernization programs, 
to compete abroad, but :he said that 
the human problems o} automation 
must be solved, too. He gave no spe- 
cifics but said ways to haydle displaced 
workers must be devised—then “‘feather- 
bedding will disappear.” 

He also promised that. the new ad- 
visory group on labor-mgnagement re- 
lations would hand dows no prepared 
resolutions but would be a channel for 
communication among business, labor, 
and the Administration.. Businessmen 
who are afraid of big-stale organized 
labor, he insisted, are ‘simply being 
nostalgic, remembering te days when 
business itself was much :smaller. 

He pledged that uncer his regime 
the Dept. of Labor’s cargcr people will 
have a free hand in dpictoping and 
presenting the statistics¥that business 
needs. There will be fixed dates for the 
release of government figures, with no 
political considerations. : 
¢ State Affairs—From Secy. of State 
Dean Rusk, the businéssmen wanted 
most to know what thc: could do to 
help increase exports ar: improve re- 
lations with other nal yes. He had 
already asked for their s¥pport in Con- 
gress for formation of tlie Organization 
for Economic Cooperation & Develop- 
ment, out of which sho;:id come plans 
for a transfer of part of the U.S. eco- 
nomic aid burden to Evapean nations. 

In reply to questions::.4e asked busi- 
nessmen to find out anéyeport some of 
the little matters that re going wrong 
abroad, so:that all of ‘he department 
can be kept in tune wi general poli- 
cies. Trained men aregneeded by the 
department, he said, acting that he is 
encouraged by the interest in foreign 
services that is being sown by young 
people. : 
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LABOR SECY. Arthur J. Goldberg leads 


Kennedy’s drive to influence prices, wages. 


Business G 


In the early days of the new Admin- 
istration, Pres. Kennedy was asked by 
a reporter how he thought of himself— 
as a liberal, a middle-of-the-roader, or 
what? Kennedy shrugged and said he 
just thinks of himself as a Democrat 
who got elected President. 

This lack of conscious orientation to 
any particular doctrine is a hallmark 
of the Administration—and is the key to 
a new Climate for business that is being 
worked out in Washington step by step. 

So far, it’s a climate that strikes the 
business community as reassuring when 
it comes to many broad generalities 
such as fiscal prudence, the importance 
of stimulating investment, and deter- 
mination ‘to defend the dollar; disturb- 
ing when it comes to details such as 
Kennedy’s intention to play a role in 
price determination and his plans to 
raise Social Security and unemployment 
insurance taxes. 

There is no clearly stated Adminis- 
tration policy toward business, and 
there won’t be. This is an Administra- 
tion without any strong commitment 
to the Democratic tradition of being 
critical of business—but not much im- 
pressed by the political sensibilities of 
businessmen, cither. 
¢ Uncertainty—Even Washington rep- 
resentatives of industries with huge 
stakes in government policy—oil and 
electric utilities, for example—don’t yet 
agree on what to make of the Admin- 
istration. ; 

On the whole, however, it has the 
appearance of an Administration more 
inclined actively to court the support 
of business than to play the role of 
public scold. That showed this week 





COMMERCE SECY. Luther H. Hodges 
backs Goldberg’s experiment to curb prices. 


impses Blue 


when Kennedy personally led Vice- 
Pres. Johnson and three key members 
of his Cabinet before a meeting of the 
National Industrial Conference Board 
(page 23) to talk reassuringly about 
business and the new Administration. 
At the same time, Kennedy is mak- 

ing it plain that he will use the office 
of President to influence the decisions 
of industrialists and union chiefs; he 
is determined to - experiment with 
money rates, trying to lower long-term 
rates while short-term rates remain 
stable; he will fight in Congress and 
before the people for a bigger and more 
expensive Social Security system. It 
adds up to an Administration that will 
tramp freely on the toes of businessmen 
in the interests of what some of Ken- 
nedy’s thinkers like to call social engi- 
neering. This explains the doubts and 
fears that simmer in the minds of some 
business leaders. 
e Crucial Areas—As the Kennedy pro- 
gram unfolds, the worries of business 
coalesce around four crucial areas: 

¢ Kennedy’s avowed purpose of 
trying to hold back prices (as well as 
wages) through his advisory committee 
on labor-management policy. 

¢ The possibility that a crackdown 
on industry pricing practices will be led 
by the new chairman of the Federal 
Trade Commission, Paul Rand Dixon. 

e The possibility of a strong anti- 
business tone in a series of Congres- 
sional investigations under the leader- 
ship of Sen. Estes Kefauver (D-Tenn.) 
and Rep. Emanuel Celler (D-N. Y.). 

¢ The content of the forthcoming 
tax reform proposals. Kennedy plans 
to make up any revenue loss from new 
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FTC CHMN. Paul Rand Dixon will try 


to write a new chapter in antitrust activity. 


RACKETBUSTER Estes 
$450,000 for attacks on pricing policies. 


Kefauver gets 


ky Over White House 


depreciation benefits by striking out of 
the law other benefits (BW —Feb.11’61 
p25). 

e On the Defensive—In addition to 
such specifics, there is an uneasy feel- 
ing that business has been put on the 
defensive by recent events involving 
ethical standards: the Philadelphia 
price-fixing convictions of electrical 
equipment producers; the conflict-of- 
interest controversy in Chrysler Corp.; 
and the resignation of the president of 
Prudential Insurance Co. of America in 
the wake of another conflict-of-interest 
case. 

Kennedy’s words so far have been 
gentle. In regard to the electrical equip- 
ment makers, he has merely expressed 
the hope that business would itself 
“lift this shadow” from its shoulder, 
and he has made only the most indirect 
reference to the other cases. But the 
possibilitv of exploiting these troubles 
in a wave of anti-business speech- 
making later on is obvious. 

One of the ethics cases—that of the 
electric companies—has already raised 
questions about the Administration’s 
relations with the Commerce Dept.’s 
Business Advisory Council, a group of 
top-level business executives that for 
more than 20 vears has met in off-the- 
record sessions with government of- 
ficials. At a press conference this weck, 
Commerce Secy. Luther H. Hodges 
was asked whether he thought Ralph 
Cordiner, chairman of General Electric 
Co., should resign as chairman of BAC 
because of the Philadelphia case. 
Hodges refused to be drawn into a dis- 
cussion on the grounds it was a matter 
for Cordiner and BAC. “I do not like 
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what I read in the newspapers,” Hodges 
said, but he would not express an opin- 
ion as to whether Cordiner should re- 
sign. 


I. Influencing Prices 


Labor Secy. Arthur J. Goldberg is the 
key man in Kennedy’s most an ibitious 
venture into political economics—the 
plan for an advisory committee on 
labor-management problems consisting 
of seven business leaders, seven union 
leaders, and five persons representing 
the public at large. The Secretary of 
Labor and the Secretary of Commerce 
will also be members, supposedly giving 
the public two additional voices. 

An executive order has been drawn, 
but not vet issued, directing the com- 
mittee to advise the President on such 
matters as prices, wages, collective bar- 
gaining, automation, and the country’s 
competitive position in world trade. 
Business organizations and businessmen 
immediately became suspicious; the 
setup sounded much like the old tri- 
partite boards of World War II in 
which business was outvoted consist- 
ently, 2 to 1, with labor and public 
members joining forces. 
¢ Moderate Step—Inside the Adminis- 
tration, the committee is described as a 
moderate step toward influencing the 
price and wage decision of industry and 
labor. Committee members deny there 
is any intention to move on to specific 
controls at a later time. Their hope is 
that by holding regular meetings, per- 
haps backed up by management and 
labor conferences around the country, 
a climate stressing the public welfare 


can be created well in advance of im- 
portant labor contract negotiations. 

If all should go as the plan’s backers 

hope, this climate would exert a moder- 
ating effect on the demands of labor, 
and would in turn make it more difficult 
for management to put into effect price 
increases not justified by rising costs. 
The advice of the committee along such 
lines to the President would be pro- 
ciaimed as in the national interest, and 
would be backed by the full moral 
authority of the White House. 
e Sales Pitch—The problem of Ken- 
nedy and Goldberg, along with Com- 
merce Secy. Hodges, is to convince 
management and labor that this ap- 
proach differs significantly from wage 
and price fixing. 

“The committee would never wrestle 
with anything like whether the Auto 
Workers this year ought to get 20¢ an 
hour, 10¢ an hour, or nothing,” one 
backer of the plan insists. ““That’s for 
collective bargaining. But the commit- 
tee will talk about the fundamental 
economic problems confronting the 
country.” 

Kennedy stressed the point in his 
remarks to the National Industrial 
Conference Board. The federal govern- 
ment, he said, has “only a limited in- 
fluence” over prices and wages and 
“this is as it should be.” But he added 
that the public interest in wages and 
prices is substantial and “‘ways must 
be found to bring that public interest 
before the parties “concerned. 

e Role of Prices—In his message on 
the gold outflow, Kennedy came back 
several times to the role of prices—and 
of wages where wage increases lead to 
higher costs. Maximum emphasis, he 
told Congress, must be placed on ex- 
panding exports if the gold problem 
is to be brought under control; “Our 
costs and prices must therefore be kept 
low.” Thus as Kennedy approaches the 
price problem, considerably more is in- 
volved than the traditional political 
stress on the consumer price index— 
and the moral pressure on both labor 
and management might conceivably be 
heavier than either group now imagines. 

An official brought to Washington 
largely to work on the project puts it 
this way: “I have seen machine tools, 
manufactured in France, taken apart 
and examined piece by piece in one of 
our best machine tool manufacturing 
plants. That tool was a first-class piece 
of goods and it was made in a Fre nch 
factory with 30% less manhours than 
would have been necessary in the U.S. 
factory, because the French outfit is 
that much further ahead in modern 
production methods.” This official feels 
that labor and management must have 

forum where such problems can be 
discussed without reference to labor 
contracts. 

Business organizations and many in- 
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dividual businessmen fre ready to fight 
the whole idea. They §oint out that, in 
the past, moral suasior§from the White 
House has failed to affect prices and 
that when it affects wages it has always 
been on the side of the unions. 


Il. Policing Prices 


As chairman of the Federal Trade 
Commission, Dixon witi be an Adminis- 
tration price policeman along with the 
Justice Dept.’s Antitrust Div. Dixon 
moves up from staff director of Kefau- 
ver’s antitrust subcommittee, which over 
the past several years h: ; launched sharp 
attacks on the pricing, policies of the 
steel, drug, and auto industries. 

Dixon has been a cpief thinker and 
idea man in the Kefauver stable of 
economists and reforners. In his new 
job, he will try to apply some of the 
“administered price” theory developed 
in the Kefauver hearinys—the view that 
the mere existence of’ price uniformity 
in an industry indicate® lack of compe- 
tition and a violation: of the antitrust 
laws. If Dixon is alie to make this 
stick, it will be a major breakthrough 
in price regulation by: the federal gov- 
ernment. : 

Section 5 of the law *stablishing FTC 
will be used as the lezal basis for Dix- 
on’s drive. It broadly srohibits all “un- 
fair methods of comy¢tition . . . and 
unfair or deceptive prgftices.”” Hereto- 
fore, FTC attorneys Have always hesi- 
tated to go into cows! under Sec. 5 
alone, but have laborously pieced to- 
gether cases in which, there is some 
evidence of potential stifling of compe- 
tition. This week, th#y put Sec. 5 to 
work in a case agkinst American- 
Marietta Co. (page 343: 
¢ Key Backers—Suc};. Kennedy ap- 
pointees as Frank W. €cCulloch, chair- 
man of the National “Uabor Relations 
Board, and William |;. Cary, chairman 
of the Securities & Ex change Commis- 
sion, will also play key voles in establish- 
ing the kind of relationship business 
will have with the Adz::inistration. The 
electric power indusiry will watch 
Joseph C. Swidler and-tfoward Morgan, 
new members of the! Federal Power 
Commission, for signs‘of favoritism to 
public power. The oil industry is 
braced for a toug%r natural gas 
policy. 

But prices and the «vay industry sets 
prices seem likely to p!cy the major role 
in Washington this year. 


lll. Congressionce! Probers 


Kefauver is plannin: to keep his po- 
sition as the No. 1 Cengressional inves- 
tigator of business pr#tices. He is get- 
ting permission to sj¥nd $450,000 to 
keep his staff togeth:r. A steel price 
increase in coming m&aths would mean 
an immediate investigf tion by Kefauver. 
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His staff is also are | a report on 
identical bidding in the Defense Dept. 
Kefauver also is preparing legislation 
on drug prices for submission in the 
next several weeks. It will likely con- 
tain provisions to tighten advertising 
requirements and possibly to change 
the patent laws. 
¢ Backstops—Rep. Wright Patman 
(D-Tex.), chairman of the Joint Eco- 
nomic Committee of Congress, is seek- 
ing to have the Justice Dept. report 
periodically on studies it makes of iden- 
tical bidding for government business at 
federal, state, and local levels. 

Rep. Adam Clayton Powell (D-N.Y.), 
chairman of the House Education & 
Labor Committee, has established a 
permanent subcommittee under Rep. 
Herbert Zelenko (D-N.Y.) to keep 
watch over irregularities in the practices 
of management and labor. This may 
develop into an effort to get into the 
anti-racketeering area that has kept Sen. 
John L. McClellan (D-Ark.) in the lime- 
light the past several years. 

McClellan has received authority and 
funds from the Senate to continue his 
own investigations; he’s already looking 
at delays and rising costs in construction 
of missile launching sites. 


IV. Weathervane Industries 


No industries are more sensitive to 
the changing business climate of Wash- 
ington than oil and electric power. 
What do they make of the new Ad- 
ministration? 

Spokesmen for oil, who a few months 
ago looked on the possible election of 
Kennedy with horror, seem remarkably 
relaxed. Many think Kennedy’s appoint- 
ments are, on the whole, reassuring. 
Stewart L. Udall as Interior Secretary; 
J. R. Parten, former president of Wood- 
ley Petroleum Co. and a director of Pure 
Oil Co., as an adviser; John M. Kelly, 
owner of a wildcatting company in New 
Mexico, as Assistant Secretary for Min- 
erals in Interior. They expect Vice-Pres. 
Johnson to speak up for the industry in 
the inner councils. All this, they feel, 
at least balances the number of tax re- 
formers opposed to the 27.5% depletion 
allowance named by Kennedy to Treas- 
ury and other positions. 
¢ The Skeptics—On the other hand, 
utility executives feel that Kennedy has 
brought in men with an overwhelming 
bias toward public power. Company 
officials feel there will be moves to build 
big federal transmission lines, many du- 
plicating lines owned by the utilities. 
They also expect a push for many new 
power-related federal construction proj- 
ects. Some even fear Kennedy will try 
to create power authorities along the 
lines of the TVA in the upper Missouri 
Basin, in the Bonneville area and in the 
Allegheny mountain area, as part of a 
depressed areas bill. 


U.S. BringsBi 


In quest for closer coopera- 
tion—and IMF support—Ad- 
ministration explores financial 
problems with visiting mission, 


If the State Dept. hadn’t just cor- 
nered the phrase “quiet diplomacy” to 
describe its preferred approach to major 
East-West issues, the U.S. Treasury 
could be applying it aptly to the talks 
it is holding this week in Washington 
with a small British mission on the 
basic financial problems now facing the 
Western world itself. 

Treasury and Federal Reserve Board 

officials are calling the talks “explora- 
tory.” “Informal” is the word used 
by Sir Frank Lee (picture), who heads 
the team from the British Treasury 
and Bank of England. Actually, the 
talks are likely to rank pretty high in 
the annals of financial diplomacy. You 
can sense their importance just by look- 
ing at the present financial strain on 
the U.S., and the strain the British 
would feel if we unloaded much of 
our problem on them. 
e U.S. Stake—For the U.S., there is 
plenty at stake in these talks. The 
Kennedy Administration is trying to 
find an early solution to this country’s 
balance-of-payments problem, and to do 
it without either upsetting U.S. mili- 
tary and aid commitments abroad or 
undermining the relatively free trade 
and payments system under develop- 
ment ever since Bretton Woods. 

The Administration is pretty well 
convinced that, to reach: this goal, it 
will have to make important policy 
innovations over the next few months, 
even though the dollar is stronger today 
than it has been for some months. 

e First, the U.S. will turn to the 
International Monetary Fund for direct 
support in maintaining the strength of 
the dollar. Pres. Kennedy hinted at 
this in talking recently about the re- 
sources available to him in defending 
the dollar. Up to now, of course, the 
U.S. and the IMF have worked 
together to support many other cur- 
rencies—but never the dollar. 

e Second, Washington hopes to 
develop closer coordination of economic 
and monetary policies with the leading 
industrial nations of Western Europe. 
Such coordination would be pushed 
further with Britain than with any 
other ally, since Britain is the only one 
that has a role similar to ours—acting 
as a world banker, and operating a 
currency held by other nations as part 
of their own reserves. 

Today, the currency reserves of the 
free world consist of dollars, pounds, 
gold, and IMF drawing rights. Essen- 
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SIR FRANK LEE heads British mission in Washington for monetary talks. 


tially, the hope is to increase the role 
of the last of these, to take the strain 
off the first. 

¢ British Views—As the British govern- 
ment sees things, both these shifts in 
U.S. policy would make sense for 
Britain as well as for the U.S. What 
London fears above all is that the U.S. 
might lurch instead to outright protec- 
tionist measures as a way out of our 
payments difficulties, thus undermining 
an already ticklish British position. Brit- 
ain did gain some $500-million in re- 
serves last year, but only because of a 
huge and probably non-recurring inflow 
of short-term capital from the U.S. 
This kind of money no longer is leaving 
New York, which helps explain why 
the dollar has firmed up considerably. 

The British feel they are really in the 

same fix as the U.S.—trying to operate 
a reserve currency while overloaded with 
international commitments and faced by 
the unfettered, competitive strength of 
West Germany, Italy, and Japan. 
* Role of Bonn—You can’t separate this 
weck’s U.S.-British talks from the U. S.- 
German exchanges that have been going 
on since former Treasury Secy. Robert 
B. Anderson and his successor, C. Dou- 
glas Dillon—then Under Secretary of 
State—went to Bonn last fall. 

At that time, and ever since, U.S. 
officials have been trying to persuade the 
Adenauer government to launch a long- 
term aid program and assume a large 
part of the U.S. military costs in West 
Germany. Washington feels that Bonn’s 
large reserves (over $7-billion) and per- 
sistent trade surplus put the Germans 
in a position where they could safely do 
these things. 
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But by now Washington has about 
given up hope of getting Bonn to play 
the role of a good creditor under the 
existing international monetary setup. 
It’s not likely, either, that this view 
will be changed much by the concili- 
atory line German foreign minister 
Brentano is taking this week during 
a visit to Washington. 

So the Administration is looking for 
other ways to prevent West Germany’s 
reserves from going on up this year, 
along with those of Italy and Japan. For 
if they did, foreign holdings of dollars 
would rise—increasing the claims on 
U.S. gold stocks—and financial _re- 
sources that are needed to support the 
expansion of trade and of economic aid 
to the under-developed countries would 
be more or less sterilized. 
¢ IMF Problems—In any discussion this 
week about the IMF, and in others that 
are sure to follow, two big questions in- 
evitably come up. In the broadest sort 
of terms, they are: 

¢ Can the U.S. and Britain, the 
two nations with by far the largest clraw- 
ing rights in the IMF, both count on 
using its resources at about the same 
time, if this should become necessary? 
In theory, at least, the demand would 
be more than the Fund could handle 
under its present setup. 

¢ Should the IMF be modified so 
that it could act as a mechanism for at- 
tracting resources from surplus nations 
such as West Germany, thus setting a 
limit to their dollar holdings and their 
claim on U.S. gold. Economic con- 
sultant Edward M. Bernstein has pro- 
posed a scheme that is designed to 
do this without turning the IMF into 


an international central bank, as Robert 
Triffin of Yale has proposed (BW—Dec. 
17’60,p27). Top U.S. and British off- 
cials agree that Triffin’s broader and 
more radical scheme is out of the ques- 
tion for now. 

Under Bernstein’s scheme, the IMF 

would make arrangements with ll 
nations that are large holders of gold 
and foreign exchange reserves whereby 
these countries would agree to lend the 
Fund, at its request, stated amounts of 
their own currencies. In return, the 
lending members would receive a gold- 
guaranteed, interest-bearing fund certi- 
ficate, with a maturity of four years. 
The IMF would call on a member to 
take up all or part of its agreed subscrip- 
tion to these notes whenever another 
member—say, the U.S.—needed that 
currency to meet a major outflow of 
short-term money. 
e Subsidiary—Bernstein proposes that 
these transactions be conducted through 
a subsidiary institution (he calls it the 
Reserve Settlement Account) and that 
the transactions should be handled out- 
side the quotas of the Fund. In this 
way, it would be possible to avoid a 
drain on the present resources of the 
IMF. 

Of course, it will take time to get 
agreement on any change in the IMF, 
whether along the lines of Bernstein’s 
proposal or not. At best, it could not 
be put through until next September, 
when the Fund and the World Bank 
hold their annual meetings. 

Meanwhile, Washington and Lon- 
don are trying to work out ways to 
mesh their respective monetary policies 
to the point where there is no further 
threat to the dollar, or a new one to 
the pound, from massive movements of 
short-term capital. 

Here’s how the 
worked out: 

The British government soon will 
need to stimulate the sluggish British 
economy and might well prefer to do 
this by keeping interest rates up while 
cutting taxes and increasing the budget 
deficit. However, it would suit the 
U.S. best if London were to give the 
British economy a shot in the arm by 
lowering interest rates and reducing the 
rate differential between London and 
New York. 

To get the British to take the second 
course, the U.S. might agree not to 
make any effort to “ay gre back to 
the U.S. in a rush, by offering 
special high interest se on private 
foreign capital from abroad. Under 
Kennedy’ s balance-of-payments _pro- 
gram, a special interest rate already has 
been granted on dollar holdings of 
foreign central banks. 


scheme might be 
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AMC Courts Willys Jeep 


@ And Willys’ parent, Kaiser Industries Corp., woos 
right back, for « merger looks mutually beneficial. 


@ American Motors has made its fortune, but its 


Ramblers are entering a rough road and its appliances are 


dragging. 


It needs another line, and foreign markets. 


@ Willys stays successful with its Jeep, especially 


overseas. 


But is needs domestic dealer strength, and money 


and managemeyt people for expansion. 


Perhaps the only motor vehicle better 
known throughout tie world than the 
Volkswagen is the Jeep 

The stubby, no-n¢ aoa descendant 
of the most famous’ vehicle of World 
War II is produced is: 22 countries out- 
side the U.S., has bien used as a cam- 
paign car by a Presid.ntial candidate in 
Turkey, has a city iz; Brazil named for 
its home town, and in Argentina hides 
its utility under a high- fashion Alfa 
Romeo skin. 

Its adaptability to: many ways of life 
has made its manufayturer, Willys Mo- 
tors, Inc., one of this country’s leading 
exporters. Willys hips abroad twice 
as many vehicles ag it sells at home. 
And this worldwide fnanufacturing and 
distribution system js the biggest bait 
that Willys’ parent, Kaiser Industries 
Corp., has been dang¥ing under the nose 
of American Motors {orp., which scents 
a clear path to worlc¥markets. 

It is still being ].@pt very quiet, but 
for some weeks now* top managements 
of the two tof have been explor- 






ing the possibility of§a merger. 

¢ Complementary—&merican Motors 
9 riches in a scant 
fas no truck line 


has gone from rags i 
three years, but it 
and only an embrvonic foreign dis- 
tribution network. . It has a cracker- 
jack domestic dealez force, good earn- 
ings prospects, practically no debt, and 
a strong credit rating 

Kaiser has steel tb aluminum mills. 
It has Willys, for sev:ral years a steadily 
increasing but still sinall earner $10.6- 
million in 1959, For years Willys has 
been jostling giants in the most com- 
petitive part of the sommercial vehicle 
market with an otnumbered dealer 
force—but with the Jeep, the none- 
such of the U.S. motor world. 

No owner of a? ‘Newport mansion 
ever had a better rgison for bartering 
a bride with a nomi anded contractor 
who has made it bit 
¢ How Much Dowzy—Last week the 
size of the dowry s! if] was in dispute. 
Kaiser, which had jstarted out asking 
$150-million for Wh llvs, was down to 
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sales 


$110-million. American Motors was 
offering $85-million. Brokers, who 
have done very well indeed in AMC 


stock, were on the sidelines muttering 
encouragement. 

Last Friday, negotiations scemed to 
have broken down. But the deal makes 
so much sense for both Kaiser and 
American Motors that non-participants 
feel certain that, once the two sides 
get talking in earnest, they won’t be 
able to stop. 


|. What to Do Now? 


AMC and Willys have been follow- 
ing parallel paths for nearly seven years. 
Kaiser Motors Corp., headed by Edgar 
I’. Kaiser, moved to Toledo and began 
assimilating, or being assimilated by, 
Willvs Motors in 1954. ‘That same 
vear, American Motors was formed by 
the merger of Nash-Kelvinator Corp. 
and Hudson Motor Car Co. 

In Toledo, Edgar Kaiser began the 
task of shrinking a big, multi-line car 
company down to building onc line of 
specialized vehicles not competitive 
with anvthing made by the Big Three. 


In Detroit, George Romney began 
doing the same thing for AMC 
Both succeeded. But both com- 


panies have come to a fork in the road. 
¢ Appliance Drag--Up to now, Romney 
has not been able to apply his magic 
Rambler touch to Kelvinator. In the 
fiscal year ended Sept. 30, AMC had 
of $1,057,716,447 and _ netted 
$48,243,361. But, with what sounds 
like suppressed exasperation, the an- 
nual report states: “Renewal of com- 
petitive price-cutting . . . depressed the 
Appliance Division's operating results. 
It became necessary for Kelvinator to 
scll certain models below cost.” 
Romney has long talked about pull- 
ing Kelvinator up to Rambler stature 
with the same methods he used in the 
car business: evangelical selling or un- 
changing design and quality. But it is 
taking longer than he had hoped. 
¢ Rambler, Too—Meanwhile, whether 


because of too much competition or a 
general falling-off in auto sales, Rambler 
for the first time in three years is getting 
its lumps. 

January sales ran behind December’s, 
breaking a two-year skein of higher sales 
each successive month. No rebate in 
bonds for higher sales was paid in Janu- 
ary—and AMC pushed the December 
total to the rebate point only by dcliver- 
ing a couple of thousand fleet orders in 
the final 10 davs. Last week AMC cut 


the wholesale price of its smallest 
domestic model, the American. 
e Where to Grow?—Clearly, if AMC 


wants to continue to grow, it can’t de- 
pend on the Rambler alone. It might 
go into trucks. Yet, that market is 
crowded, with Willys competing against 
Chevrolet, Ford, International Har- 
vester, GMC Truck & Coach, Dodge, 
and others in the light truck field. None 
of them has a Jeep, though. AMC has 
3,000 U.S. dealers whose financial and 
marketing soundness has passed the 
test of a battle for survival. They are in 
full cry for more business. 

Overseas is the greatest potential 
ficld for AMC expansion, as Romne 
has realized for several vears. His com- 
pany hired one of Willvs’ top foreign 
hands a few years ago, and it has made 
some progress toward opening foreign 
markets. AMC has assembly plants in 
Malta, Australia, South Africa, and 
Mexico, with 186 foreign distributors. 

Romney realizes as well as anyone 
that the most important market over 
seas for some years will be for com- 
mercial vehicles and specifically for 
four-wheel-drive vehicles, the Willys 
specialty. The “developing” countries 
are going to have to develop on motor 
ized transportation over rough terrain. 
In considering this market, Romney 
could not find a better man to talk to 
than Edgar Kaiser. 


ll. Think-Alikes 


For three months now, George Rom- 
ncy has been stumping the U.S. for his 
new creed: Let’s be partners in, not 
owners of, industry overseas. He has 
been blasting away at the full owner- 
ship of forcign operations by General 
Motors Corp. and Ford Motor Co.— 
while AMC owns all of Kelvinator, Ltd. 
(Ingland) and American Motors (Can- 
ada) Ltd.—and has becn decrying “ec 
nomic imperialism” as a seedbed of 
nationalism and expropriation. 

Edgar Kaiser hasn’t made it a cru- 
sade, but he has the same _ beliefs. 
Willys Motors has 11 manufacturing 
plants abroad, 11 assembly plants, and 
250 retail outlets. All the plants are 
jointly owned with local interests, with 
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Kaiser Industries being a minority share- 
holder. 

¢ Strong Principles—This joint-owner- 
ship philosophy is important for the 
reason that both Kaiser and Romney 
are strongly principled men. Romney 
says he wouldn’t buy wholly owned for- 
eign subsidiaries, and Kaiser, who is 
enormously proud of having helped 
build industry in other lands, says he 
wouldn’t sell to anyone who wouldn’t 
be content with minority ownership in 
overseas companies. 

Similarly, at home, Edgar Kaiser 
stubbornly poured money into Willys 
six years ago because he had promised 
the unions and the people of Toledo 
that he would not close the Willys 
plant. He is getting Romney’s assur- 
ance that this pledge would be te- 
spected—he wouldn’t consider a sale 
under any other conditions. Romney, 
in recent speeches, has committed him- 
self to a. policy of not abondoning 
plants because of difficult local condi- 
tions, unless it would be economic dis- 
aster to keep them open. 
¢ Willys’ Assets—What Willys had to 
offer AMC is a complex of very old, 
but still efficient, multi-story plants to- 
taling about 5-million sq. ft. In these, 
6,000 employees make complete vehi- 
cles—from engine forgings to bodies 
and assembly. The Willys line consists 
of 10 basic models of both two- and 
four-wheel-drive vehicles up to 9,000- 
lb. gross vehicle weight. 

In the 6,000-Ib. and less class, Willys 
in 1959 had 2.36% of the market; it 
took 6% of sales in the 6,000-lb. to 
9,000-Ib. class. In that year it registered 
31,600 vehicles; in 1960, more than 
35,000. Yet production was counted 
at nearly 115,000 vehicles in 1959 and 
122,000 in 1960. 

Exports, of course, make up the dif- 
ference, although some “‘vehicles”’ listed 
as having been exported actually were 
parts of vehicles that were largely as- 
sembled abroad. 
¢ Dealer Problem—The Kaiser problem 
has been that Willys’ major market 
seems to be abroad, yet the company 
is based in the U.S., where sales have 
grown slowly. About 900 of the 1,425 
Willvs dealers also handle other lines— 
some, the larger-volume passenger cars; 
some, farm equipment, and for a third 
big group, heavy trucks. 

With 1960 sales averaging only about 
25 vehicles per dealer, Willys can’t ex- 
pect to continue to hold the attention 
of good dealers unless it can stimulate 
greater market interest. It can’t do that 
without lavish expenditure of money 
and executive effort. Kaiser's opera- 
tions are so diverse and so far-flung that 
the company can always make good use 
of cash and executives. 

A sale to American Motors gets Kaiser 
out of that box—and between $85-mil- 
lion and $110-million besides. 
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Stress on the Welfare State 


Kennedy’s vigorous moves on help for the aged and the 
unemployed—plus aid to education—contrast with his relatively 


modest economic-fiscal plans. 


Pres. Kennedy is hitting Congress 
with a flow of requests that spell out 
a welfare program for helping the aged, 
helping the unemployed, _ building 
schools, and granting scholarships to 
needy students. His entire administra- 
tion program is shaping up as being 
generous on the welfare-education side 
while modest on the economic-fiscal 
side. 

The program fits the picture he is 
trying to paint of a nation falling 
behind in meeting its national needs. 
Speaker Sam Rayburn emerged from a 
conference with the President this week 
to pronounce the economic situation 
“the most urgent since the Great De- 
pression” of the early 30s. Labor Secy. 
Arthur Goldberg toured five hard-hit 
industrial states and reported economic 
conditions “‘as bad or worse” than he 
expected. 
¢ Congressional Brakes—The biggest 
obstacle Kennedy faces is the rather 
widespread conviction in Congress that 
things are not quite so bleak as the 
President pictures them. 

Disturbed by the sharp reactions his 
programs for medical aid and educa- 
tion have stirred among Republicans 
and Southern Democrats in Congress, 
the President has slowed down his 
barrage of messages. He had intended 
to ask Congress this week for a sizable 
program of aid for school construction, 
teachers’ salaries, and federal scholar- 
ships. But legislative leaders put on the 
brakes; the message is being delayed 
while Administration officials work out 
some of the details with key congress- 
men in advance—and possibly trim 
down the cost. 

“The White House has been shovel- 
ing this stuff out too fast,” says one 
Congressional leader. A key senator on 
the medical aid bill, Sen. Pat McNamara 
(D-Mich.) complains that he was 
scarcely consulted about details although 
he has led the Senate push for aid to 
the aged. Now the Administration is 
taking time to make amends. 
¢ On the Agenda—Kennedy has sent 
Congress detailed requests for legisla- 
tion on unemployment compensation, 
minimum wages, broader Social Secu- 
rity benefits, and medical care for the 
aged. 

Next will come an education pro- 
gram, followed by messages on housing. 
water resource dev elopment. agriculture. 
defense, foreign aid, taxation, and the 
budget—not necessarily in that order. 

Taken all together, Administration 


leaders estimate unofficially that these 
programs will add up to about $3.5- 
billion worth of spending beyond what 
former Pres. Eisenhower requested in 
his last budget. More than $1-billion 
of that will be increased defense spend- 
ing. 

How far this will put the government 
into the red depends, of course, on how 
much revenues pick up. Officials are 
Tunning new revenue estimates now 
that will be made public about the 
first of March in the President’s budget 
message. 

Preliminary estimates are that deficits 
of $1-billion for the current fiscal year 
and $2-billion for fiscal 1962 are likely. 
If the business upturn hoped for later 
this year fails to materialize, deficits 
will be bigger than that. 

e Aid for Schools—The Administration 
is preparing, subject to last-minute re- 
visions, a school bill along these lines: 
a five-year schedule of federal grants 
to elementary and secondary schools 
totaling about $660-million the first 
year and rising to $1.6-billion the fourth 
and fifth years—an average of about 
$1-billion a year. States would have the 
option of spending it for construction 
or for teachers’ salaries. Money would 
be allocated on a formula favoring the 
poorer states and the biggest cities. In 
addition, the program would include a 
sizable program of 25,000 to 50,000 
scholarships averaging $700 each. 
Present federal grants and loans to col- 
leges for construction would also be 
increased. 

e Welfare Measures—In the Social Se- 
curity and medical program, the Presi- 
dent is asking for two separate meas- 
ures: One lowers the retirement age 
for men to 62 and increases widows’ 
benefits; the other provides medical care 
for 14.2-million persons over 65—fi- 
nanced by Social Security. 

The medical program, similar to one 
rejected by Congress last year, will cause 
a particularly bitter fight partly because 
of its estimated cost of $1.1-billion the 
first year. Social Security taxes already 
are scheduled to go up from the present 
3% each for emplover and employee 
to 44% by 1969, when costs begin to 
peak out under the trust fund arrange- 
ment. 

The two Social Security programs 
proposed by Kennedy would raise the 
tax to 5% each by 1969—or 10% of 
payroll. An employee earning $5,000 
(the maximum proposed tax base) 
would pay $250 a vear. 
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Russians Get Big Jump in Space 


Venus shot shows Soviets have highly sophisticated 


guidance and controls; added to rocket-boosting capacity, it 
puts them in line ‘o start broad space exploration. 


From a scientific standpoint, the So- 
viet space shot toward {Venus this week 
clearly demonstrates yan accuracy of 
guidance and control§ that, combined 
with the the serecagg cb of large rocket- 
boosting capacity, ncw gives Russia 
all the key elements 1 seeded for space 
exploration. 

From a propagandagstandpoint, the 
Soviets have, with ‘§is single shot, 
turned back the prop§ganda clock to 
Oct. 4, 1957—the dayfon which the 
first sent a Sputnik orbgting around the 
earth, and thereby est¥blished the So- 


viet Union’s hold on {rst place in the 
space race. Today, a1 






ind the world, 


the U.S. once again viewed as lag- 
ging behind the Rus ins—at best by 
two years. 

¢ Piggyback Launchi§jz—The official 


;e Soviet Venus 
the same time, 
It said that 


Tass announcement of 
shot was, at one anc 
matter-of-fact and vag¥. 
the Venus probe was #:rried aloft into 
earth orbit “piggybac’” by an im- 
proved multi-stage ro“yet—presumablv 
an advanced version “ef the much- 
heralded intercontinent:{ ballistic mis- 
sile, the T-3. Advancec: versions of this 
rocket engine are said ti produce up to 
l-million lb. of thrust—something 


around three times as. much thrust 
as that of the U.S. Atlas or Titan 
rockets. 


The space probe circled the earth 
several times on the back of its launch- 
ing rocket, so that Soviet scientists 
could determine its precise position rela- 
tive to the planet Venu. Then it was 
fired by radio signal into a new trajec- 
tory that, Soviet scientists believe, will 
bring it into the vicinity:of Venus some- 
time during the latter hzlf of May. 
¢ Russians’ Aims—The_ Russians state 
that their main objectiyes in this par- 
ticular space probe are te: 

¢ Check methods gof injecting a 
space body into an inter§lanetarv trajec- 
tory. 

¢ Test radio communications and 
guidance systems over great distances. 

e Make exact measurements of key 
elements in the solar system. 

e Run a number of physical tests 
on conditions in outer space. 

There is equipment: on board the 
Venus probe to make a running record 
of how much cosmic radiation it en- 
counters on its journey... There are in- 
struments to record thé effect of the 
various magnetic fieldg it will pass 
through. There are dec to investi- 
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gate interplanetary matter and any 
micrometeorites it will meet. 

And, most importantly, from the 
standpoint of future space experimenta- 
tion, there is a system for measuring the 
parameters of the space probe’s move- 
ment, relative to the movement of the 
earth. This information, supplied on a 
regular basis over the next three 
months, should prove or disprove the 
accuracy of the so-called astronomical 
unit (or mean distance between the 
earth and the sun) by which man cal- 
culates all outer space distances in his 
solar system. The accuracy of this con- 
stant will be of prime importance in 
planning all future interplanetary ex- 
plorations. 
¢ Chances of Success—So far, it appears 
that the Russians have a good chance of 
success in all their aims. All equipment 
aboard the “interplanetary station” is 
reported to be functioning normally. 
The probe is moving along very close to 
its prescribed course; its radio (solar- 
powered) is reporting on command; and 
temperatures inside the station itself 
continue well within reasonable operat- 
ing limits. 

Whether the probe actually hits or 
misses Venus is, therefore, of little con- 
sequence. Long before it comes to the 
end of its three-month journey, the 
Soviet Venus probe will have accom- 
plished most, or all, of its purposes. 
¢ Best Way Into Space—What this in- 
dicates, besides a previously unproved 
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PRAVDA marks success of Russians’ Venus 
shot with an all-out front page splurge. 


sophistication of Russian guidance and 
control systems development, is that 
space exploration is now well within 
man’s grasp. 

For one thing, the Russians have 
shown that the “parking orbit” tech- 
nique of firing space probes is, indeed, 
the best way to launch an interplanetary 
trajector. By using an orbiting platform 
for firing, scientists obtain a virtually 
unlimited number of positions from 
which to fire. They aren’t limited, as 
they are when they fire from the ground, 
by the position in space of a particular 
launching pad at a particular time. 
¢ Better Speed Calculation—Moreover, 
far greater accuracy is possible in plan- 
ning a space probe’s proper flight veloc- 
ity when it’s fired from an orbiting 
platform rather than as the final stage 
of an earth-fired rocket. Scientists try 
to predict, in advance, at what speed an 
upper-stage rocket will be moving at 
burnout, so that they can plan a space 
probe’s course accordingly. But there 
are a number of unpredictable factors 
(such as wind velocity and direction, 
and rate of fuel combustion) that make 
this figure, at best, a calculated guess. 

If a space probe is fired from an 
earth-satellite, however, its speed at the 
moment it finally is hurled into trajec- 
tory immediately becomes a known 
factor in the equation. For “‘soft’’ land- 
ings of instrumented or manned space 
ships on the moon or any of the planets 
close to the earth, such knowledge is of 
even greater potential importance than 
it is in the current Venus fring. 
¢ Simpler Course—There’s still a third 
advantage in being able to fire from an 
carth-satellite rather than from the 
earth: It greatly simplifies the flight plan 
for any given space shot. When they 
fire from a given position on the earth’s 
surface, scientists are forced to compen- 
sate for the fact that they can rarely 
(if ever) get their target into the plane 
of the proper solar orbit; they have to 
compensate by plotting a “dogleg”’ into 
the probe’s course. Though they can 
do this, it makes a difficult navigation 
problem out of an essentially easy one. 
And, even more importantly, it seri- 
ously limits the number of days during 
the year when any probe can be fired 
with a reasonably good hope of success. 

By comparison, it’s a relatively simple 
matter to determine the moment at 
which a target will be in the plane of 
the proper solar orbit from a satellite. 
At that position, on its next pass around 
the earth, the space probe can be 
launched easily into a trajectory that 
will intercept the orbit of the target— 
in this case, Venus. 
¢ What Next?—In last Sunday’s Ve- 
nus firing. the Soviets have not an- 
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Where was the Bell Telephone System 


ON FRIDAY, AUGUST i2, 1960? 








It was guiding Echo | into near-perfect orbit 
so Bell System scientists could make the 
world’s first telephone call via satellite. 


It was handling some 210,000,000 local and 
long distance conversations, plus about 5000 
overseas Calls. 


= 

2 
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it was building fast, reliable communications 
for BMEWS—the nation’s Ballistic Missile 
Early Warning System. 


it was offering Bellboy personal signaling to 
more and more people. Device uses tiny 
Transistors, another Bell System invention. 


Bi 


It was providing circuits for the speedy trans- 
mission of mountains of data for business’ 
and government. 


quality circuits for the country’s local and 
network television programs. 











It was providing thousands of miles of high- 


SOLAR BATTERIES 


RECEIVER and TRANSMITTER 


It was developing a world-wide communica- 
tions system using satellites powered by the 
Solar Battery, a Bell System invention. 





It was constructing a ‘'round-the-world com- 
munications system for America’s first man 
(or woman) into orbit. 





And it was delving into innumerable fields of 
scientific inquiry at the largest industrial 
laboratories in the world. 


It was at the scene of every major communications activity that day, as it is every day. 
And for them all—communications on the ground, under the oceans, through the air, 


around the world—Bell Telephone people “‘wrote the book that everybody else uses.” 
How come? Because it’s our job to be expert in universal communications. 
You have a right to the best service in the world. And you get it! 





BELL TELEPHONE SYSTEM Pioneering in outer space to improve communications on earth 


























nounced how many paises the satellite 
had made around the ¢2rth when they 
pushed the button, azid commanded 
the satellite to releag: and fire its 
“piggyback” package to: point in space 
where it should rendezy:us with Venus 
three months hence. Whey have said 
that they deliberately :red the probe- 
carrying satellite in a direction roughly 
opposite to that of the «arth’s rotation. 

In view of the fact that the planetary 
station itself weighed .1,415 Ib., this 
again appears to indicate that, if they 
choose to do so, the Russians are ready 
to start space exploration immediately 
on a broad scale. 

Soviet scientists, while obviously ex- 
uberant over their most recent rocket- 
space success, are not claiming that the 
Venus firing means that Russian 
manned space flight is imminent. L. I. 
Sedov, president of the International 
Astronautic Federation, in an interview 
with U.S. reporters, was quite specific 
on this point. Both the Feb. 4 and Feb. 
12 multi-ton satellite launching—accord- 
ing to Sedov—were part of a long-range 
Soviet plan to develop the two main 
requirements of space exploration— 
rocket power and reliability of control 
and guidance systems. 

That the Russians have been able to 
move ahead in their program, Sedov 
admits, is due in large measure to the 
fact that they have deliberately deem- 
phasized the development of rocket in- 
strumentation in favor ¢f concentrating 
on developing ways and}means to boost 
and control big payloags into orbit. 
¢ Series of Firsts—For #hree and a half 
years now, there has b#en no question 
about the superior thriist capability of 
Russian rockets as coszpared to U.S. 
rockets (BW —Oct,1$'7,p66). This 
superiority is what has Fee it possible 
for the Russians to Mfr their space 
program for big splashy firsts. 

They were the first ‘ put a satellite 
into orbit; the first to %hotograph the 
back side of the mocr:. and to hit it 
with a shot; the first i. put a satellite 
into orbit around the ;¢n; the first to 
put a dog into orbit; arx/, later the first 
to put a pair of dogs*into orbit and 
return them to earth. -' 

These are all neisble scientific 

achievements and th<y have, very 
effectively, kept the Seviets riding in 
first place in space :sxperiments—in 
terms of propaganda. - 
e Where U.S. Stands--The lack of a 
big booster, for space wrk, has limited 
the U.S. in its space ¢xploration pro- 
gram. When the fire: of the big 
second generation muXimillion-pound 
thrust rockets—Saturé and Nova 
(BW—Feb.2060,p59)—ecome _avail- 
able, there is every reas$a to hope that 
the U.S. will be in pcsition to revise 
its space schedule and plan in terms 
of a much broader space exploration 
program. 
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There is, also, no reason to question 
the capability of U.S. space experts 
im the light of the most recent Soviet 
space triumph. American space scien- 
tists have, in the opinion of most 
experts, made the most that could 
reasonably be expected out of their 
limited payload capacity. 

What’s really disturbing some ob- 
servers is that there’s now more than a 


FTC Challenges Cement Maker: 


Federal Trade Commission charges that American- 
Marietta’s acquisition program violates antitrust laws, asks 
that company be ordered to divest itself of 44 affiliates. 


The Federal Trade Commission is 
launching a new attack on an old ad- 
versary—the cement industry. The com- 
mission last week charged that a series 
of acquisitions by American-Marietta 
Co.—each of them relatively small but 
spread widely across the country— 
violated the antitrust laws by reducing 
competition in what it believes is an 
already concentrated industry. 

The complaint against American- 
Marietta’s mergers recalls FTC’s suc- 
cessful attack in the late 1940s on the 
cement industry’s basing point system 
of pricing. 

In its complaint against American- 
Marietta, FTC charges that the series 
of acquisitions tends to monopolize sale 
and production of concrete pipe, 
cement, construction aggregates, and 
lime. The commission asked that 
American-Marietta be ordered to divest 
itself of 33 concrete pipe makers, four 
cement companies, six producers of ag- 
gregates, and one lime company—most 
of which were acquired since 1956. 

At the company’s Chicago headquar- 
ters, Pres. Robert E. Pflaumer asserted: 
“None of American-Marietta’s acquisi- 
tions has had the effect of substantially 
lessening competition or creating a 
monopoly in any part of the country 
and we are prepared to prove it.” 
¢ Growth Problem—American-Marietta 
is big in the construction materials 
business, but this business still accounts 
for a lot less than 50% of its sales. The 
rest comes from paints, inks, chemicals, 
industrial adhesives and finishes, and 
household supplies. 

Its rapid growth in the last 10 years, 
which prompted the FTC complaint, is 
the result of a deliberate decision made 
in 1948 by A-M’s Chmn. Grover Her- 
mann. Construction, he decided then, 
was bound to be a huge postwar indus- 
try and any company supplying the ma- 
terials that would be needed would get 
tich quickly (BW—Dec.13’58,p45). 

But, as Hermann saw it, a controlling 
factor in the construction materials 
business is geography: You can’t eco- 








slim chance that before the slippin 
U.S. space program goes into hig 
gear, the Soviets will have gained a_ 
notable scientific as well as engineering 
lead in space. They will simply know 
more about conditions in space. 

Such a gap might be difficult to close¥ 
And, over the long term, it could have 
very serious military as well as political 
consequences. 














nomically ship cement more than 150 
to 200 miles from plant to construction 
site, and the limit on concrete pipe is 
even less—25 miles to 50 miles at the 
most. So American-Marietta set out 
to spread itself over as much as possible 
of the U.S. It has kept buying, mostly — 
through exchange-of-stock deals, small 
cement, lime, and concrete pipe plants, 
and has welded them into an operation 
under close financial control. 

Most of the companies it has bought 
have been small, one-man or family 
controlled businesses, which accounts 
for the 44 different acquisitions listed in 
FTC’s complaint—and for the fact that 
FTC’s approach is that although each 
acquisition wouldn’t harm competition, 7 
they do collectively concentrate eco- 
nomic power in the hands of a single 
company. 
¢ Two Laws Involved—The commis- 
sion’s charges against American-Mati- © 
etta are broad ones under both the ~ 
Clayton Antitrust Act and the Federal © 
Trade Commission Act. They not only = 
allege that the acquisitions tend to 
reduce competition, but also that the 
transactions tend to put pressure on 
other makers of concrete pipe to acquire 
integrated facilities. 

Charges against American-Marietta 
are split two ways in the FTC com- 
plaint. Under the Clayton Act charges, 
the commission claims that American- 
Marietta’s acquisitions since 1953 have 
tended to reduce competition in var- 
ious sections of the nation in produc | 
tion and sale of concrete pipe, cement, } 
construction aggregates, and lime. f 

Under Section 5 of the FTC Act, | 
the commission contends that Ameri- | 
can-Marietta’s “constant and systematic 
elimination of actual and_ potential 
competitors” represent a violation of 
the bans on unfair methods of competi- 
tion in this statute. 

Although FTC has used this interpre- 
tation of the FTC Act previously, the 
full commission has never ruled on it, 
and it has not been tested in the 
courts. 
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“World’s Finest” 
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PASTOR TRUCKING COMPANY, Baltimore, has just bought six more Autocars as a result of Autocar experience 


on the new Baltimore-to-Harrisburg Expressway. ‘ 


‘Autocar—n thing less,” says Mr. Impaciatore, president. 


This job is Autocar size... 
don’t think of less 


For certain jobs you either have 
Autocars or wish you had. Nothing 
less answers. 

Take building an expressway like 
Maryland’s new Jones-Falls. There’s 
a job that really tests a truck’s 
character. Loads are terrific. Grades 


are steep and there’s constant shift- 
ing. The mud can even be axle deep, 
but to the Autocar this is still a 
non-stop operation. Such perform- 
ance is the direct result of the custom 
engineering and quality in which 
Autocar is unsurpassed. 








“World’s Fines 





When you have Autocar-size jobs, 
there’s no substitute for the ““World’s 
Finest.”’ It’s profitable to have Auto- 
cars on road construction projects. 
Why be sorry you don’t? WuHirTE- 
Autocar comprehensive service 
throughout the United States. 


Division of 
The White Motor Company 
Exton, Pa. 





In Business 


IRS Urges Early tax Filing So Refunds 
Can Speed Their S4-Billion Pump-Priming 


About $4-billion in : <ederal refunds on 1960 payments 
await some 35- ‘million; taxpayers, and new Internal Rev- 
enue Commissioner M ortimer Caplin urges early filing as 
an anti-recession meaqure. Pres. Kennedy promised at 
his press conference \this week that the government 
would try to expedite} payment of the refunds. 

Caplin warned that late filers may get caught in the 
“tidal wave” and expe ence long delays in obtaining their 
refunds. “We want vfry much to pay out these refunds 
as rapidly as possible i) help stimulate the nation’s econ- 
omy during this pefiod of economic slack,” Caplin 
declared. “But we n- ed the taxpayers’ cooperation to 
do so.’ 

The $4-billion in fefunds exceed all of the pump- 
priming recommenda‘fons made so far by Pres. Kennedy. 

IRS says its estimaigs are based on the previous year’s 
experience. The Bud#et Bureau, in last September’s re- 
vised budget estimate} for fiscal 1961, estimated individ- 
ual tax collections whuld remain unchanged from the 
1960 figure, althoug§ revenues from corporate taxes 
would decline some #2-billion. 

Another $258.5-miyion—in accelerated dividend pay- 
ments to holders of ten Service Life Insurance—is 
expected to be paid Gut by mid-April. Checks already 
are being issued in a cordanee with a speedup ordered 
by Pres. Kennedy ag an anti-recession pump-priming 
move. The Veterans Administration has targeted com- 
plete distribution by Apr. 14, instead of over the course 
of the entire year. 


Cuts in Atlantic fair Cargo Rates 


Expected Soon as Carrier Parley Fails 


Air cargo rates across the North Atlantic will probably 
be sharply reduced t;iis April. A meeting of the Inter- 
national Air Transpé#t Assn. in Paris broke up without 
an agreement being: reached. And under the group’s 
rules each airline wil? ‘be free to set its own rates provid- 
ing no agreement it . reached before the current rates 
expire. 

Pan American We : Ad Airways, Trans World Airlines, 
and Seaboard & We: stern Airlines, the three American 
carriers who fly cargg’ on the route, have all announced 
their intention of rps new tariffs generally calling 
for volume discount although specific proposed reduc- 
tions differ. 

There is a possibjiity that a few European govern- 
ments, which must :.ow approve these rates, may with- 
hold landing rights ;:o protect their own carriers, but 
this is considered unl} kely. 

News was also mbde this week in the domestic air 
cargo industry. A bivil Aeronautics Board examiner 
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recommended that the nation’s four domestic scheduled 
air freight carriers be reduced to two, and that one of 
these, Riddle Airlines, be granted a $2-million subsidy to 
fly a North-South route. Flying Tiger Line would be 
given a subsidy-free East-West route. Authority for the 
other two all-cargo carriers, Slick Airways and AAXIGO 
Airlines, would be withdrawn. 


California Gets First Application 
For Test of Anti-Smog Auto Muffler 


The first formal application for a California state test 
of an anti-smog device for automobiles has been filed by 
Universal Oil Products Co., of Des Plaines, Ill. The 
testing program is expected to result in certification of 
at least two exhaust devices around the end of this year. 
Los Angeles County air pollution controllers hope that 
approved devices will be mandatory on all cars starting 
with 1963 models. 

Universal’s device is a catalytic muffler designed to 
reduce hydrocarbons and carbon monoxide in auto ex- 
haust fumes to the level set by law (BW —Apr.9’60,p32). 
The company says its “Purzuast” muffler will be priced 
about $50 above standard mufflers. On most cars, it 
will take up no more space than standard types. With 
average mileage, the Purzuast would have to be replaced 
every two years. 


Kennedy Chooses Head of Antitrust Division 


Pres. Kennedy at midweek decided to pick Lee Loevin- 
ger, currently a member of the Minnesota Supreme 
Court, as Assistant Attorney General in charge of the 
Antitrust Div. 

Loevinger worked in the Antitrust Divfrom 1941 to 
1946, with time out for Navy duty, and has written exten- 
sively on antitrust law—both books and in periodicals. 

He was appointed to the Minnesota court by Secy. 
of Agriculture Orville L. Freeman when Freeman was 
governor of the state, and was a member of the same 
law firm as Freeman before accepting his post on the 
court. The new Antitrust chief, who will take the | 
position vacated by Robert A. Bicks, has testified numer- 
ous times before Congressional committees, particularly 
on small business matters in relation to antitrust. 


New Haven RR Gets New Transfusion 


Once again the New York, New Haven & Hartford 
RR has squeaked through its immediate trouble. It 
had asked for a loan guarantee from the Interstate Com- 
merce Commission for $5-million, saying it needed a sub- 
stantial part of the money by Feb. 15 to meet payroll 
and other expenses. On Feb. 15, the commission guar- 
anteed $3.5-million. 

The latest loan brings the total to $11.5-million that 
the road has had guaranteed under the hardship provi- 
sions of the Transportation Act of 1958. 
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REEVES BROTHERS, INC. 


finds quick-to-learn, 
easy-to-train workers 


» VIRGINIA ! 





Reeves-Vulcan coated fabric plant at Buena Vista, Virginia, 
was built in 1953. Plant covers over 100,000 sq. ft... . has 
ample room for expansion . . . is served by railroad and 
Virginia's excellent highways. 


When Reeves Brothers, Inc. decided to 
move its Vulcan Division to a more advan- 
tageous location, they chose Buena Vista, 
Virginia. Records of the Virginia plant 
prove the wisdom of this choice. Over a 
period of 7 years, training time for local 
unskilled employees has been reduced from 
6 months to about 4 weeks. These quick-to- 





Foe aang de ey ate | a Gussie, offset learn Virginians keep production efficiency 
printing blankets ... Vulcan diaphragm r ; ; = 

meters . . . Coverlight for trucks and. boats Ba high, customer complaints low... and the 
Coated fabrics for rainwear, life rafts, wading pools, plant has operated since May, 1956, without 
air mattresses . . . Reevecote for gaskets, oil seals, : ‘ 5 rite y? - 

cable wrappings, etc. a single disabling injury. A record of over 


3,000,000 safe man-hours was compiled and 
the plant has won the National Safety 
Council Award in its class for 4 consecutive 
years — a tribute to the skill and responsi- 
bility of its personnel. 


Find out more about the production 
advantages of Virginia. In confidence, 
phone, wire or write... 


C. M. NICHOLSON, Jr., Commissioner 
Division of Industrial Development and Planning 
Virginia Dept. of Conservation 





Local labor wane, De now ond. — to and Economic Development 
management, is quick to learn. Buena Vista is A : = : 
located in beautiful Shenandoah Valley near Lexing- Room 81Q-BW State Office Bidg., Richmond 19, Va. 
ton, historic college town. Recreational facilities Phone: MIlton 4-4111, Ext. 2255 


are excellent, climate is mild. 







You, too,can find these...and many 
other great competitive advantages in 


























Owner: METROPOLITAN FAIR AND ExPOSITION AUTHORITY, CHICAGO, ILL. Chief Architect: ALFRED SHAW OF SHAW, METZ AND ASSOCIATES. 
Architectural Consultants: Joun W. Root oF Horasirp & RooT... VicTOR HOFFER... EDWARD STONE. Consultant Mech. & Elec. Engineers: JOHN DOLIO & ASSOCIATES, 
General Contractor: Gust K. NEWBERG CONSTRUCTION Co. Heating & Air Conditioning Contractor: DELL CORPORATION. 
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Big As Six Football Fields 


McCORMICK PLACE 


Chicago's New $35,000,000 Exposition Center 





JENKINS VALVES control lines in mammoth heating — air conditioning system 


IT’S BIG, the main ¢ ghibit area is 320,000 square feet, A BIG JOB FOR VALVES is evident here. And, an oppor- 


almost free of pillars, with a 40-foot ceiling! The theater tunity to assure big savings with valves that ask for only 

seats 5,000 people. 2staurant facilities can feed as many minimum maintenance. The building experts responsible 

in an hour. Loading: docks accommodate 50 trailers. for McCormick Place called for Jenkins Valves to control 
ia 2 sh ( : the service lines in the mammoth complex of heating 

Volume-wise, this “grst exposition hall designed speci- and air conditioning. 

fically for the purpaje” is almost as big as New York’s 

Empire State Buildin... another famous architectural To keep your valve maintenance and replacement costs 

and engineering achievement equipped with Jenkins down, follow the lead of the experts. Specify Jenkins 

Valves. To air coxdition McCormick Place requires Valves. They cost no more to buy . . . and over the long, 

refrigeration capaciéy of 4,000 tons. To heat it, boiler hard pull they cost considerably less. Jenkins Bros., 100 


capacity of 2,400 hossepower is needed. Park Avenue, New York 17. 








SOLD THROUGH LEADING DISTRIBUTORS EVERYWHERE 


i 
VALVES & 


Jenkins Valves control lines from eight 30,000 gal. oil tanks. 
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WASHINGTON OUTLOOK 





WASHINGTON 
BUREAU 
FEB. 18, 1961 


A BUSINESS WEEK 


SERVICE 


Business recovery in the second quarier is still the key to Pres. Ken- 
nedy’s anti-recession drive. 


New warnings about the economy will come from the White House, 
but they are aimed chiefly at Congress. They do not mean the situation is 
getting any worse or that the prospects of an upturn in the April-June 
period have lessened. 


Kennedy fights to get Congress o% dead center. 


A month after his inauguration, after a series of speeches and messages 
describing a state of crisis and national peril, Congress shows no sense of 
urgency. Kennedy aides fear the White House program will founder. 


Party leaders and Cabinet members join the fight. This explains House 
Speaker Sam Rayburn’s statement from the White House that the economic 
situation is the most urgent since the great depression. It also explains 
Labor Secy. Arthur J. Goldberg’s headline-making swing through the Mid- 
west to check on unemployment. 


Congress virtually shut up shop this week to allow Republicans to 
make their annual Lincoln’s Birthday speeches. Next, the Democrats will 
call a halt to pay their own tributes to Jefferson and Jackson. Work in 
March will be cut short by the Congressional tradition of the long Easter 
holiday. 


Congress is really waiting to hear from the folks back home; members 
have been only half listening to Kennedy. During the speechmaking and 
the holidays, lawmakers will make their own readings of the economy and 
decide what the voters want. If members of Congress sense a rising demand 
for action against the recession, Kennedy will get most of what he’s asking. 
If they don’t, Kennedy doesn’t stand much chance of stirring them up. 


The impact of arms control on the economy will be assessed in a study 
due to be released in April by the Senate Foreign Relations Committee. All 
the big arms makers, plus about 150 selected small producers, are supplying 
the information. They’re being asked what a total cutoff in defense work 
would mean to them, where they would look for new business in case of 
gradual reduction in arms contracts, and how important they think produc- 
tion of arms control and detection devices might be to them. 


It’s the most comprehensive study so far into arms control—which is 
replacing the concept of disarmament in the thinking of government 
planners. 


Arms control assumes the continue? production of weapons at some 
level agreed on with the Russians, with a largely new industry turning out 
detection devices at the same time to keep everybody honest. The total 
spent for arms plus detection devices might not be any lower than the 
$42-billion spent now for defense, at lest for many years. But planners 
think the world would be safer from nuclear surprise attack under such 
a system. 


Kennedy inherited a study showing that a 50% slash in defense spend- 
ing would not necessarily reduce the ‘ederal budget. It was prepared by 
former Pres. Eisenhower’s Budget Bureau. The report speculated that 
increasing outlays for detection devices, foreign aid, and civilian public 
works would absorb a $22-billion cut spread out over 10 years. The report 
is now being studied by Kennedy economists and arms thinkers. 
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The Soviet Venus shot (page 32) is a jolt to new budget makers. 


Kennedy kept many of the space scientists who worked with Eisenhower. 
He’s personally not much interested in space problems and has turned policy 
direction over to Vice-Pres. Johnson. 


The advice of the scientists has been reassuring: This country is doing 
well with its small scientific satellites; with money and brains limited, there’s 
little sense in trying to compete with the Russians in the more glamorous 
probes of deep space. 


Johnson has been hoping for a go-slow period during which he would 
wipe out duplicate research efforts. The stress was going to be put on 
economy. Substantial spending increases for space were going to be post- 
poned. 


The Soviet success reopens old arguments about the potential military 
significance of space, especially the use of satellites to launch nuclear attacks 
against selected targets on earth. 


An appraisal of the Venus shot is being made in the Pentagon as _ part 
of the over-all study of strategy and weapons ordered by Kennedy. Air 
Force thinkers will recommend that space efforts be speeded up and shifted 
toward military uses. 


It means a fight for more money and a challenge to the civilians who 
up to now have set the tone in U.S. space efforts. And it throws Kennedy 
and Johnson deep into the same quandary that so often confronted Eisen- 
hower: how to meet the propaganda and military successes of an opponent 
who can do things in space that we are not able to do. 


A fresh look at the residual fuel oil import program has been ordered 
by Interior Secy. Stewart L. Udall, in effect blocking a change of policy 
ordered by Eisenhower as one of his last official acts. 


Udall also reversed Eisenhower on power, issuing a strong pro-public- 
power memorandum as guidance for his department. He has put the Bureau 
of Reclamation engineering center at Denver on a 56-hour week, to speed 
up contract awards as an anti-recession move. Udall mixed personally in 
the fight over enlarging the House Rules Committee, freely admitted he 
used his office to try to get votes. 


All this makes Udall one of the men to watch in the Administration—a 
Cabinet officer apparently of the type wanted by Kennedy, who will stir up 
controversy and then not back away from a fight. Udall and Labor Secy. 
Goldberg have come closest to filling this blueprint so far. 


A new set of rules for the Business Advisory Council of the Commerce 
Dept. seems likely after the council holds its next meeting in Washington 
Mar. 15 and 16. BAC has been meeting since 1933 in closed sessions to 
give top-level businessmen and government officials a chance to exchange 
views. Rep. Emanuel Celler (D-N. Y.) and other critics have argued that 
this gives the businessmen involved unfair access to advance information 
about government policies. 


Commerce Secy. Luther H. Hodges is uneasy about this himself and 
says so. He can open the meetings to the public if he wants to. But this 
would take away much of the appeal for business executives and might 
lead to dissolution of the council. Hodges doesn’t want this to happen 


and is still seeking other ways to disarm the council’s critics. 
Contents copyrighted under tho general copyright on the Feb. 18, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Film of TENITE POLYETHYLENE 
gives bread the look, the feel, 

and the seal that mean 
greater sales and fewer returns 


Fabricon Products, division of Eagle-Picher Company, 
uses medium-density Tenit2 Polyethylene to produce 
a tough, high-gloss, transparent bread wrapper 


Film extruded from medium-density 
Tenite Polyethylene is an ideal material 
for bread wrappers. Its use benefits both 
bakers and housewives. 

Because it is so sparkling clear and so 
soft to the touch, consumers can see the 
goodness and feel the freshness of bread 
wrapped in a protecting film of Tenite 
Polyethylene. “Protecting” is a good de- 
scription of the role played by this modern 
packaging material. Its high moisture- 
vapor transmission resistance acts to pro- 
long freshness, while its toughness means 
a long-lasting wrapper that will not easily 
be torn or punctured. This toughness, by 
the way, is retained even at freezer tem- 
peratures. Finally, its good heat-sealability 
contributes much towards an air- and 
moisture-tight closure. 

To bakers, film of Tenite Polyethylene 
brings the double economy of lower wrap- 
ping costs and fewer returns of “stoles.” 
On the wrapping line, bakers find film of 
Tenite Polyethylene has the proper stiff- 
ness and slip needed for efficient use on 
high-speed packaging machines. At the 


heat-sealing end, closures are simplified 
by the material's broad heat tolerance. 

Like other leading suppliers of bread 
wrappers, Fabricon Products has chosen 
Tenite Polyethylene as its standard of 
quality, and vigilantly controls the extrud- 
ing of “FAB-WRAP” film to develop the 
full measure of sparkle and clarity offered 
by this Eastman plastic. 

For more information about this film... 
for guidance in adapting existing wrap- 
ping equipment and developing suitable 
wrapping techniques...write Fabricon, or 
EASTMAN CHEMICAL PRODUCTS, INC., 
subsidiary of Eastman Kodak Company, 
KINGSPORT, TENNESSEE. 


TENITE 


POLYETHYLENE 


an Eastman plastic 
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Kennedy's CEA 


Sees Road to Growth 


Economics is itself ;: contra-cyclical 
—some would say a njinic-depressive— 
subject. In periods off prosperity, eco- 
nomics indeed becom@s the dismal if 
not the boring science) But in periods 
and | ployment, eco- 

nosphere of ex- 


of recession 
nomics takes on an at 
citement. 

lhe present, of cours, is one of these 
latter times; and Pres.§ Kennedy’s new 
Council of Economic .f$dvisers (picture, 
right) comes on stage :n a white glare 
of public attention. § The spotlight 
focuses on its three members: 

¢ Chmn. Walter §W. Heller, 45, 
who eomes to CEA fr@n his professor- 
ship at the Universit® of Minnesota 
and six years as tax adviser to Gov. 
Orville L. Freeman, Kennedy's new 
Secretary of Agriculture. 

e Kermit Gordon, 44, a Williams 
College professor, who has been at the 
Ford Foundation direciing its program 
in economic development and business 
administration. 

e James Tobin, 42, a Yale profes- 
sor, who has been director of the 
Cowles Foundation fr Research in 
Economics—a center for the application 
of high-class mathema‘ics to economic 
problems. "4 
e Direct Access—“Thh,” says Heller, 
“is not going to be e one-man opera- 
tion. We’ll be operating as a council.” 
Heller likes to have‘the other two 
members with him wlgin he leaves the 
Old State Dept. Builc:ng on Pennsyl- 
vania Avenue to cross to the White 
House—a journey he \is been making 
several times a week. Weller considers 
his working relations ith Pres. Ken- 
nedy intimate and direct. 

When he took the jg», he was assured 
that he would have this kind of direct 
access to the Presiden:.; without having 
to go through  in*ermediaries—and 
without another top ¢onomist in the 
White House itself réporting directly 
to the President, as G#>riel Hauge and 
Don Paarlberg did dring the Eisen- 
hower years. ae 

Heller thinks thes assurances are 
being faithfully kept. “From where we 
sit,” he says, “I have had the feeling 
of wonderful acceptsace across the 
street. It’s what you visualized when 
you took the job.” : 
¢ Fighter—Others clofe to the center 
of things agree that Heller and Ken- 
nedy have hit it off well, and that the 
CEA, in these early weeks of the new 
Administration, is pling a key role. 
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Men in other agencies find Heller a 
good infighter. “He’s got plenty of 
sock,” says one key man at the Treas- 
ury who has watched Heller operate— 
citing as an example Heller’s fight for 
an increase in Social Security benefits 
as a counter-recession measure. Heller 
got the President to agree to ask Con- 
gress to make the rise in benefits effec- 
tive on Apr. 1—but to delay the corre- 
sponding increase in Old Age and Sur- 
vivor’s Insurance contributions (3 of 
1% each for employers and employees) 
until Jan. 1, 1963. “Heller,” says this 
Treasury man, “made that stick.” 


1. Revenues to Grow On 


The play on the Social Security pro- 
posals is a good example of Heller’s 
style in economic policymaking and in 
social values. A Ph.D. from the Uni- 
versity of Wisconsin, Heller describes 
himself as a ‘Wisconsin institutional- 
ist’”—in the tradition of men like John 
R. Commons and E. E. Witte (BW— 
Nov.26'55,p92). “I have the old Wis- 
consin belief,” he says, “in the im- 
portance of the public sector as a means 
of achieving welfare for the people.” 
Heller says that he is still aiming to 
achieve the old welfare and full em- 
ployment goals of the New Dealers— 
“and now we have added growth to 
eg 

Heller thinks of himself—again in 
the Wisconsin tradition—as a non-doc- 
trinaire pragmatist. At present, how- 
ever, he takes the view that the pub- 
lic sector has been relatively neglected 
during the Eisenhower years, and he 
believes that the Kennedy Adminis- 
tration, during its first period, should 
put the emphasis on making up for 
that neglect. 
¢ Spending vs. Tax Cuts—This means, 
Heller feels, that the new Administra- 
tion should concentrate its efforts on 
stimulating economic growth by in- 
creasing the federal government’s spend- 
ing, instead of by cutting taxes. 

Heller is willing to use tax reduction 
to stabilize the economy, however, if 
that becomes necessary. But at this 
point, he would make any tax cuts tem- 
porary—keeping them in force just dur- 
ing the period when the economy needs 
extra stimulation. 

When the economy gets back closer 
to full employment levels, he would 
prefer to have the revenue flowing in, 
so as to produce big fat surpluses—partly 





































































































for the sake of checking inflation, partly 
to provide the funds for strengthening | 
government programs, either to build! 
up national security or to carry out ad- 
ditional welfare aims. 

Some economists, however, think the 
line that Kennedy’s economic advisers 
are taking is pure ideology—a_throw- 
back to the New Deal philosophy of the 
1930s that justified bigger and bigger 
spending programs as the answer to a 
stagnating capitalism—and an answer 
with plenty of political moxie for the 
party that did the spending. Heller's’ 
answer is that the national needs are 
there—and so is the opportunity of 
meeting them. 

“We now have,” says Heller, “a pow- 
erful enough revenue system to meet 
multiple objectives.” When he told this 
to Kennedy during their brief meeting 
in Minnesota during the campaign, 
Heller adds, Kennedy was extremely ex 
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NEW COUNCIL of Economic Advisers is headed by Walter W. 
Heller (center), Minnesota professor, with James Tobin (left), of 


cited. “He thinks it’s great,” says Hel- 
ler, “that we have this big potential 
surplus.” 

¢ Crucial—This great revenue-produc- 
ing power of the present U.S. tax 
system is crucial in Heller’s thinking. 
As he sees it, this provides the Ad- 
ministration with its major opportunity 
~and its major problem. Here’s why: 

If the economy were now operating 
at full employment, the tax system 
would be generating enough revenues 
to produce a great budget surplus—of 
something like $10-billion. At “reason- 
able” full employment, Heller figures, 
gross national product would be run- 
ning today at $540-billion. As it is, 
GNP is running at about $500-billion, 
with unemployment at more than 6%, 
and considerable plant capacity idle. 

A $500-billion economy still gen- 
erates tax revenues of about $80-billion 
~almost enough to balance the budget. 
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At $540-billion, the amount of taxes 
generated would mount, Heller believes, 
above $90-billion. This would give the 
$10-billion surplus he figures, if federal 
spending remained at a level just a bit 
above $80-billion. 

¢ Deflationary Gap—But this “surplus” 
is, after all, just “pie in the sky”—unless 
the economy can be made to operate at 
full employment, at $540-billion instead 
of $500-billion. And—here is the crucial 
point in Heller’s view—the reason the 
economy doesn’t hit and stay at a full 
employment level is that, in relation to 
present government spending totals, the 
tax bite is too great. Taxes cut so heavily 
into total demand that economic recov- 
ery loses its steam before it reaches full 
employment. 

The potential surplus thus consti- 
tutes, says Heller, “‘a kind of deflationary 
gap”—that is, it is the amount by which 
total spending, both private and public, 


Yale, and Kermit Gordon, of Williams College and Ford Founda- 
tion. Their growth prescription: more spending, not tax cuts. 


falls short of the level needed to bring 
the economy to full employment 

It’s this deflationary gap, Heller 
thinks, that makes recoveries anemic 
and causes them to peter out prema- 
turely, short of full employment (as 
apparently happened in 1959-60). As 
feeble recoveries become recessions, po- 
tential surpluses turn into actual defi- 
cits, mainly because revenues drop rap- 
idly, but also because government 
spending rises for unemployment bene- 
fits and other antirecession measures. 

Thus Heller sees the present tax struc- 
ture as a major problem—but also as a 
potential bonanza for the new Adminis- 
tration. For at full employment (if you 
could get and stay there) the huge rev- 
enues generated would give the Admin- 
istration increased resources wherever it 
needed them—for defense, education, 
urban renewal, or other purposes. 
e Closing the Gap—Heller recognizes 
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A ivackmobile positioning a car at the grain loader. 


r . 
A TRAC MOBILE CAN PAY FOR 
ITSELF BEFORE YOU BUY IT 





Sound impo'ssible? On the contrary. It has happened. In 


one installation, laid out beforehand for rail car movement 
by Trackmobilei, the money saved on trackage alone amounted 
to $14,000.00:.That much saving in trackage meant less land 
was required—§nd real estate is expensive! 

Remember too, a Trackmobile is a relatively inexpensive 
vehicle when yeu consider the work it does. It spots, switches 
and pulls rail cars quickly and efficiently. Its road and rail 
wheels mean it :can’t be bottled up. 

If our claim ‘sounds exaggerated, please ask us to prove it. 
You'll be pleasghtly surprised. Write Whiting at 15661 Lathrop 


Ave., Harvey, Illinois 








It switches, spots and hauls 


Aces 
It runs on rails 







It runs on wheels 


: Write for color booklet ‘'Tricky the Trackmobile"’ 


"IRST HUNDRED” CORPORATIONS ARE WHITING CUSTOMERS 


HITING 


® ® 
MANUFACTURERS OF CRANES; TRAMBEAM HANDLING SYSTEMS; PRESSUREGRIP; TRACKMOBILES; 
FOUNDRY, Ra:LROAD, AND SWENSON CHEMICAL PROCESSING EQUIPMENT 


90 OF AMERICA’S 
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that this deflationary gap could be 
closed either by boosting government 
spending or by cutting taxes. For the 
immediate future, he and his colleagues 
prefer the spending way of closing it. 

They admit this may take time, be- 
cause of Congressional opposition to in- 
creasing the rate of government spend- 
ing as fast as they want to. But they 
resent the implication by some critics 
that their stabilization and growth pro- 
gram therefore amounts to much the 


same thing as Eisenhower’s—depending : 


for short-term stabilization on speeding 
up the rate of defense orders or other 
government spending. 

Longer-term, the new Administration 
favors—where the Eisenhower Adminis- 
tration merely tolerated—a gradual in- 
crease in government spending. But the 
critics note that in a recession period 
Kennedy, like Eisenhower, has con- 
tinued to insist that his policies will 
result in a balanced budget. 

Kennedy’s economic advisers, how- 
ever, want to balance the budget at a 
higher level of government spending, 
and think this is possible. 
¢ Support—Heller, for instance, cites 
a recent paper by Prof. James S. Due- 
senberry of Harvard, which suggests 
that a $5-billion increase in govern- 
ment expenditures this vear will result 
in at most a $1-billion net deficit in 
the federal budget, and might even yield 
a $l1-billion surplus. |Duesenberry 
figures that the $5-billion in govern- 
ment spending will become immediate 
income to the people who receive it, 
and then will generate an extra $7- 
billion to $9-billion in consumer ex- 
penditures as the money changes hands 
and is respent. At present tax yields, 
this $12-billion to $14-billion increase 
in incomes will yield $1.8-billion to 
$2.1-billion in revenues to the Treasury. 

But, says Duesenberry, that’s not all. 
The additional consumption will gen- 
erate additional business investment in 
inventories and plant and equipment, 
and this, too, will generate tax revenues. 
Duesenberry thinks the total revenue 
boost will, in the same year, come close 
to closing the deficit created in the first 
instance by the $5-billion step-up in 
federal spending. Duesenberry admits, 
however, that his assumption of an extra 
$2-billion to $4-billion revenue increase 
from increased business investment is 
“an off-hand estimate.” 


ll. Building Up CEA 


Heller’s ambition is to make the CEA 
a top-flight analysis and policy center 
within the Administration—and he puts 
equal stress on analysis and policy. He 
says he sees his own role as CEA 
chairman as “less political than it was 
under Leon H. Keyserling,” former 
Pres. Harry S. Truman’s second CEA 
chairman, but less non-political than 
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Patented 


Shopping centers come alive at night with Wide-Lite’s 
broad, natural light. The daylight quality of this light 
complements colors and gives them an appealing warmth. 
Its broad beam gives a smooth coverage that eliminates 
harsh shadows. 

Wide-Lites achieve this broad beam with exclusive 
rectangular reflectors. This patented feature makes the 
most of efficient, color-corrected mercury vapor lighting. 
Rectangular light patterns overlap to provide even cov- 
erage without concentric circles, “hot spots,” or dark 
shadows. This makes it easy to plan perimeter lighting 


WUD eLUes, 


HIGH EFFICIENCY FLOODLIGHTS 


OUTDOOR AREA LIGHTS e VAPOR TITE MODELS e INDOOR WORK LIGHTS 
@ MOBILE WORKING LIGHTS e SPORTS LIGHTS e@ PROTECTIVE LIGHTS 





so that the mounting poles are out of the way of traffic. 
Fewer poles are needed, too, because one Wide-Lite 
does the work of two or more incandescent floodlights 
of comparable wattage. Wide-Lites require 61% less 
power than ordinary incandescent floodlights, and lamps 
last seven times as long! 

Find out how Wide-Lites can help your business—by 
making parking areas safer and more attractive . . . by 
beautifying your buildings . . . by providing better light 
in work areas. Mail the coupon today for all the 
Wide-Lite facts. 


WIDE-LITE CORPORATION Dept. L111 
P. 0. Box 191 + Houston 1, Texas 


Please send me more information on Wide-Lites. No obligation, 
of course. 
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HOW TO GIVE ON-THE-NOSE GUIDANCE TO MODERN “FISH” 
UNIQUE N/D LINEAW MOTION BEARING FREES GYRO CAGING ACTION 


The bearing illustrated san N/D linear motion precision instrument ball bearing. 
It was specially designed and built to help solve a critical problem in the guidance 
system of a high speed anti-submarine torpedo. 

PROBLEM: Loss of eccuracy in torpedo’s guidance system due to hang-up of 
caging arm in gyro ass-mbly. 

SOLUTION: N/D Salas Engineer, in cooperation with manufacturer, found that 
wear of bushing on caging arm caused hang-up, delaying guidance activation. 
N/D Engineers set to work to design and build an instrument bearing that operates 
virtually friction-free. The result: Preservation of the guidance system's pin-point 
accuracy and reliability 

Should you require ba!l bearing design information, invite the local N/D Sales 
Engineer to participate'in your early design discussions. He represents one of the 
industry's largest engixeering staffs devoted exclusively to the design and develop- 
ment of miniature andsinstrument ball bearings. Or, write for new a 
Miniature and Instrumént Ball Bearing Catalog, Department L.S., 

New Departure, Divisf{»n of General Motors Corp., Bristol, Conn. 


NEV DEPART UR 


MINIATURE AND INSTRUMENT BALL BEARING 
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the job was under Truman’s first chair- 
man, Edwin G. Nourse. 

On the policy side, Heller realizes 
that his power derives entirely from 
the President—and appears therefore to 
worry most about his standing with the 
President. He is still trying cautiously 
to define CEA’s relations with other 
policymakers—Treasury Secy. Dillon, 
Budget Director David E. Bell, Federal 
Reserve Chmn. William McChesney 
Martin, Jr. Thus far, Heller asserts, 
relations have been extremely harmoni- 
ous. 
¢ Division of Labor—In an effort to 
strengthen the CEA’s analytical capa- 
bilities, Heller is trying to move fast 
in several directions—to divide the labor 
on special subjects among his fellow 
CEA members, to add top-flight econo- 
mists as full-time senior staff members, 
and to enlist a number of leading econo- 
mists as official or nonofficial consult 
ants. He is also endeavoring to work 
out a scheme for organizing Council 
members, staff members, and outside 
consultants into task forces on critical 
problems. 

Heller has split over-all responsibility 
among the CEA triumvirate this way: 
Tobin gets money and banking, debt 
management, econometric studies and 
forecasting, international finance. Gor- 
don gets manpower, wage-price rela- 
tions, foreign aid and foreign trade, 
natural resources. Heller himself takes 
prime responsibility for public finance, 
education, and welfare. 
¢ Lieutenants—Both Tobin and Gor 
don put in stints at the Office of Price 
Administration before Tobin went into 
World War II service in the Navy 
and Gordon in the Army, where he was 
assigned to OSS. Both say their OPA 
experience made them, as it did other 
economists once in the price-con- 
trolling business, foes of direct controls 
in ordinary peacetime circumstances, 

Tobin is an economists’ economist— 
a fast man with an econometric model, 
and an expert on monetary theory. He 
did his undergraduate and graduate 
work at Harvard and, though teaching 
at Yale since 1950, his thinking still 
seems close to that of such Harvard men 
as J. Kenneth Galbraith, Seymour E. 
Harris, and Arthur Schlesinger, Jr. 

In a New Republic article of July 25, 
1960, Tobin argued strongly for in- 
creased taxes as a way to faster growth. 
“We must tax ourselves,” he wrote, “not 
only to finance the necessary increase 
in public expenditures but also to fi- 
nance, indirectly, the expansion of pri- 
vate investment.” Budget surpluses, 
he adds, would in effect generate greater 
total national savings and investment. 

Gordon also did graduate work at 
Harvard, but is less exclusively a Cam- 
bridge product; he was an undergradu- 
ate at Swarthmore, later was a Rhodes 
scholar at Oxford. At the Ford Founda- 


BUSINESS WEEK e Feb. 18, 1961 














} 
| 









FIVE YEARS FROM TODAY, MEN WHO SEEK THE ULTIMATE IN EFFICIENT BUSINESS OPER- 
ATION WILL BE USING LIGHT HELICOPTERS ROUTINELY THROUGHOUT THE BUSINESS 








hair DAY...SPEEDING THE HURRIED HOURS FOR EXECUTIVES:...RUSHING TROUBLE SHOOTERS 
lize TO HOT SPOTS...GIVING CUSTOMERS THE “BIG PICTURE” OF PLANTS AND PROJECTS... 
rom CARRYING PICKUP-TRUCK-SIZE LOADS OF CRITICAL SUPPLIES...PROVING INDISPENSIBLE 
“a INCOUNTLESS WAYS. IF YOU REGARD YOURSELF A PROGRESSIVE, ASTUTE EXECUTIVE, 
usly HILLER ADDRESSES A CHALLENGE: WHY WAIT FIVE YEARS? THE MEASURABLE ADVAN- 
- TAGES OF A HILLER HELICOPTER CAN BE A VALUABLE ASSET TO YOUR COMPANY 
leral TODAY. IT’S YOUR TURN TO CHALLENGE US: TO SHOW YOU JUST HOW VALUABLE. 
sney WRITE OR WIRE THE HILLER COMMERCIAL DIVISION IMMEDIATELY. OUR ANSWER WILL 
fe BE SUBSTANTIATED BY MORE THAN 2345 MILLION FLIGHT HOURS OF EXPERIENCE. 
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At last a low-cost, private TV system 


to cut posts, increase efficiency 


New Sylvania “ Direct-Wire” TV goes to work for as little 
as $2 15€ a month...and look what it can do: 



































Energy Plant. TV systenchecks identification, 
guards vital areas hourafter hour without a 


Guarding security at nde N. Y., Atomic 
wink. Complete installation took only one day! 























Students at several N. “. State public school 
systems, as well as leadii:z colleges and univer- 
sities, now see demonsirations close up. TV 
even magnifies microsccpic slides! Used more 
and more in N. Y. schocis. 


It’s a merchandising device. One Fifth Ave. 
department store builds traffic and sales by 
showing 3rd floor Fashion Show in street floor 
window. Customers see, stop, come in. 
































A production monitor. A rubber company keeps 
constant watch on special processing, work in 
progress, inventory too. Information from vari- 
ous points feeds to a private monitor. 




















An extra flight announcement board. At Idlewild 
airport, one airline keeps passengers posted on 
arrivals and departures by TV receivers conven- 
iently located throughout the terminal! 


Sylvania “Direct-Wire” TV helps you see your way to greater efficiency 


Pays for itself withi:; a few months of opera- 
tion. No personnel }equired! Switch it on, 
adjusts itself. Easy tf» operate as your home 
TV set. Works indqrs or out...no special 
lighting needed. LowY power cost...uses no 





more wattage than a :iesk lamp. 


For more uses, more gnformation, and a free 
visual communication“ survey of your business, 


mail coupon today ! 
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Sylvania Electric Products Inc. 
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New York 19, New York 


(CO Please send more information on Sylvania 
“Direct-Wire’’ TV and how to arrange a 
free visual communications survey for my 
business. 
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tion, he was heavily involved in a pro 
gram to strengthen business schools, 
At his confirmation hearing, Gordon 
told the Senate Banking & Currency 
Committee he regards the Wwage-price 


problem as crucial, “particularly in 
the vital context of the balance-of. 
payments situation.’”’ He is worried that 
Kennedy may be overoptimistic in as. 
suming that the “structural deficit” in 
the U.S. balance of payments may be 
only $1.5-billion, is anxious to try to 
solve the problem of “the ov ethang of 
short-term claims” against the nation’s 
remaining gold stock. 

¢ Build-Up—Chmn. Heller is already 
augmenting the CEA staff with some 
leading economists, such as MIT's 
Robert Solow, Yale’s Arthur Okun, 
RAND Corp.’s Richard Nelson. He has 
enlisted as consultants MIT’s Paul A. 
Samuelson (Kennedy’s key pre-election 
economics adviser, who shunned a full 
time Washington job), and the Brook 
ings Institution’s Joseph A. Pechman. 

¢ Jobs Ahead—These men and others 
will be organized into task forces with 
such key staff men as forecaster David 
W. Lusher, inherited from Eisen 
hower’s CEA under Arthur F. Burns, 
and, later, Raymond J. Saulnier. Heller 
wants his economists to tackle the 
toughest questions facing the U.S. 
economy: 

e Is the present fiscal structure a 
key barrier to full employment—and 
how should it be modified? 

¢ How can the government best 
use its resources to stimulate economic 
growth and productivity? 

¢ How can programs for achieving 
full employment be reconciled with 
efforts to maintain reasonable price ste 
bility? 

¢ How can monétary, fiscal, and 
debt management policy be better in 
tegrated to keep the economy stable? 

¢ Can economic forecasting be im 
proved by throwing greater resources 
into econometric analysis and more sys 
tematic reporting of data? 

¢ How bad is the existing deficit in 
the U.S. balance of payments, and how 
much will it resist improvement? Do 
we need basic reform in the intern+ 
tional monetary mechanism—and how 
¢ “Give Us Time’”—On all these prob- 
lems, Heller insists he is “open-minded’ 
—and thinks his record in Minnesota 
and Washington, where he has put in 
time at the Treasury and as a fairly fre 
quent Congressional witness, proves it 
He admits the Administration has been 
moving cautiously and slowly to “get the 
country going again,” but says: “Give 
us time, give us time.” 

Heller’s main aim now is to locate th 
areas of the economy that offer “th 
greatest return on investment.” H 
thinks these are in education and 
search, and wants to see the fede 
contribution strengthened there. END 
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Leaders in industry use Evans 
DF®-equipped freight cars for 
reducing the third largest cost 
of doing business—transportation. 
DF equipment virtually eliminates 
damage in transit. Sixty-two carriers 
now provide DF-equipped cars to 
shippers at no extra cost. Ask 
your railroad or write to: 


RAILROAD LOADING DIVISION 


EVANS 


PRODUCTS 
COMPANY 


PLYMOUTH, MICHIGAN 





The Hallmark of Quality Products... 























In Finance 


‘ @ & € 
P 
3 
i 


Fruit of Loom Iniends to Accept 
Bates Stock Bid ‘lap Higher Offer 


In corporate take-over contests, it’s sometimes not 
enough to be the hghest bidder. For example, Phila- 
delphia & Reading @prp.. which is battling Bates Mfg. 
Co. for control of uit of the Loom, Inc., a fabric 
converter, is facing «ypoytion from Fruit of the Loom 
management despite-#he I¥gher terms of the P&R tender 
ofter to shareholders ZOriginally, P&R had announced it 
would make a bid r F:uit of the Loom shares, but 
Bates got in first wr ai firm offer of $20 a share for 
Fruit of the Loomgipmynon and $50 a share for the 
preferred. P&R cougfhre# by making an offer of $23 for 
the common, $51.59% pr os preferred. 

But before P&RgMad*® its offer public, Fruit of the 
Loom managemeng™incprsed the Bates proposal and 
indicated its intent toPaccept. This week, it repeated 
its intention to ga™nrgfugh with the promised sales. 
Bates also obtainedii/™re&nents to enable it to purchase 
other “appreciablepcl& of stock” at prices exceeding 
the initial offer. Tgstc¢k, plus the management shares 
and a 123% blocti//—£ ¥zuit of the Loom shares held 
cy interests that heve a big stake in Bates, prob- 
ably amounts to r it?’ control of Fruit of the Loom. 

P&R is not giviM§ up. It has asked the SEC to look 


into the matter. 
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Whole Batch of Merger Proposals 
Confuses the New York Banking Map 


The New York banking picture looked like an army 
battle map this week, with moves and countermoves 
coming in swift succession. The situation is likely to 
remain fluid. 

The latest round started with the announcement of 
a merger between Manufacturers Trust Co. and Hanover 
Bank. Then Morgan Guaranty Trust Co. of N. Y. 
disclosed plans for a statewide holding company. Now 
First National City Bank of N. Y. is making a second 
try to establish a beachhead in suburban Westchester 
County—a merger with the county’s second largest bank, 
the National Bank of Westchester. And Marine & 
Midland Corp., at present the state’s largest—and only— 
bank holding company, is talking over a merger of its 
Marine Midland Trust Co. of N. Y. and Federation 
Bank & Trust Co., a relatively small bank with assets of 
under $300-million. 

The First National City-National of Westchester 
merger would create an institution with resources of 
$9,069-million and deposits of $7,987-million. Although 
it would not change National City’s position as No. 2 
bank in New York City, it would bring it closer to 
Chase Manhattan in size, and give it an edge in West- 
chester. 
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@ P. 59—Republic plans to roam far afield now 
that it’s out of movies for good. 





Similarly, the Marine Midland move would still leave 
it smaller than the proposed Morgan group but would / 





give it a bigger position in New York City, where the 
bulk of the Morgan combine’s assets would be cen- 
tered. 

How many of the new proposals will be approved 
by regulatory authorities is problematical. First National 
City’s first try at the suburbs—a holding company hook- 
up with County Trust Co., the largest bank in West- 
chester—was turned down by the Federal Reserve on 
the grounds it would lessen competition. - This fall, 
County Trust decided to go ahead with a holding com. | 
pany proposal from Bankers Trust Co. 

This time First National City has higher hopes for 
a green light. The merger must be approved by the 
Comptroller of the Currency, who favored the County | 
Trust proposal, instead of by the Fed. And National ot 
Westchester’s smaller size takes some of the sting out 
of competitive effects of the merger. 
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Martin Co. Buys 14% Interest 


In Epsco, Electronics Company 


The Martin Co., which has prospered despite the 
troubles of the airframe industry by switching from 
manned aircraft to missiles, this week disclosed that it j 
had picked up a 14% stake in Epsco, Inc., a Boston elec: J 
tronics company, for about $2-million. ‘This is the third 
acquisition in Martin’s offbeat program to expand into 
electronics and other “new technologies,” and Martin’s 
reasons for buying are different in each case: 

¢ Martin officials say the Epsco purchase was purely 
an “investment,” made to help out a company that badly 
needed equity financing. ‘There’s no thought, says Martin, 
of merging with the company, or of bringing it “within 
our sphere of management.” Martin says it wanted a 
financial stake in data processing, which is Epsco’s forte, 
and, in addition, hopes to benefit from “closer contact” 
with Epsco’s engineering management. 

¢ With General Precision Equipment Corp., 4 
much larger company than Epsco, Martin’s motive is 
clearly and openly merger. “We bought 14% of GPE’s 
stock in the open market,” says a Martin official, “be 
cause, at the time, it was the cheapest way of buying into 
the company.” 

¢ In Nuclear Corp. of America, where Martin-— 
together with its “partner,” Bear, Stearns & Co., a New 
York Stock Exchange firm—has bought working control, 
there is still a third reason. NCA, as Martin sees it, is 
doing interesting research in two areas: high power vac- 
uum tubes and rare earth metals. The company will 
also be used as a vehicle for Martin to acquire small 
scientific companies that might be reluctant to join 
the big Martin organization directly. To date, no such 
acquisitions have been completed. 
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From Movies to Appliances 


@ That's the career of Republic Corp.—formerly Re- 
public Pictures Corp.—as it moves toward merger with a West 


Coast appliance manufacturer. 


@ Republic got out of movie-making about four years 
ago, but its library of films, mostly Westerns, has been earning 


money through sales to TV stations. 
@ Diversification out of the film industry begen with 
a plastics company, but it is expected to go farther and faster 


under Victor M. Carter, chairman and president. 


Hollvwood’s film companies have 
been trying different solutions to their 
profit problems—including the drilling 
of oil wells on back lots (BW —Feb.13 
60,p32)—but they have generally stuck 
to the motion picture business as their 
stock in trade. One exception, Republic 
Pictures Corp., decided to get out of 
film production and stay out, and its 
decision is paying off. 

Republic’s latest move has carried it 
into the appliance business. The com- 
pany—now known simply as Republic 
Corp.—has signed a merger agreement 
with Utility Appliance Corp. of Los 
Angeles, makers of ranges, air condition- 
ers, and water heaters, on the basis of 
one share of Republic for each 1.3 
shares of Utility. 

Utility has good sales ($22-million) 
and assets, but comparatively low earn- 
ings—a description that also fitted Re- 
public a few years back. But the man 
who gave Republic its new look is con- 
fident that Utility, too, can be trans- 
formed into a money maker. 
¢ Rebuilding Job—The man who re- 
shaped Republic is Chmn.-Pres. Victor 
M. Carter, 50, who took over from 
movie mogul Herbert J. Yates in mid- 
1959. Yates had been under attack by 
shareholders for several vears—for failure 
to pay dividends on the common stock, 
and for pooh-poohing the threat of TV 
to Republic’s Grade B Westerns and 
then selling pictures to TV at bargain 
rates, 

But Yates did start Republic’s plastics 
diversification, and in 1957—before 
Carter came in—Republic did quit mak- 
ing pictures. 

When Carter took over the company, 
seven of its 10 operating units were in 
the red; he made them all profitable. In 
the fiscal year ended Oct. 31, 1960, with 
sales staying about the same ($30-mil- 
lion), Republic’s earnings per share 
climbed from 24¢ to 85¢. 
¢ Wide Experience—Carter, whose 
techniques stress cost-cutting and ag- 
gressive exploitation of potential sources 
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of profit, has had a lot of experience 
in reshaping businesses. And running 
Utility Appliance won’t be an entirely 
new venture, because he had previously 
been in the kitchenware market, among 
other things. 

At the age of 27, he started a com- 
pany to make steel windows and metal 
construction products. The business 
prospered until wartime restrictions on 
steel shut down production: Carter 
eventually reorganized the company 
into a distributor of wall heaters and 
door locks. After the war, Carter also 
began to manufacture kitchen hard- 
ware. 

In 1949, Carter acquired the Builders 
Emporium, a hardware outlet in the 
San Fernando Valley. It was doing 
$700,000 worth of business, vet was 
going broke. Carter converted it into 
a self-service operation, catering to the 
do-it-yourself enthusiast, and _ the 
Emporium quickly became a money 
maker. 
¢ Into Republic—However, Carter 
wanted a sabbatical and, by mid-1956, 
he sold out. He started purchasing Re- 
public shares in 1958, strictly as a 
speculation; then the more he looked, 
the more he thought he could do a re- 
building job in the company. By Nov- 
ember, 1958, he had accumulated 97,- 
000 shares at an average of about $7.50 
a share. The following April, he and 
his associates bought Yates’ 550,000 
shares at $10 a share. Carter himself 
took 218,000 shares, and his personal 
holding in Republic is now approxi- 
mately $4.5-million. 
¢ Wielding the Ax—Once in control, 
Carter quickly wielded the ax on Re- 
public’s diverse operations and its lay- 
ers of top management; he cut 10 
executives from the payroll and also 
reduced the management overhead by 
$300,000. 

Republic had a plastics company, 
Consolidated Molded Products Corp.. 
with three Eastern plants. It had Con- 
solidated Film Industries Div., a film 


processor with two Eastern labs and one 
in Hollywood. it had what was left of 
Republic’s film business—the studio 
property, leased to independent film 
and T'V producers; some adjacent un- 
developed property, and the library of 
200 films, at that time being sold by 
outside distributors to TV station mar- 
kets. Only the film library and one 
film lab were making money. 

In the case of the film library, Carter 
switched from distributors to his own 
salesmen, now expects the library to 
have $15-million in firm contracts in 
five vears, a big proportion of them 
in overseas markets. 
¢ Studio Problem—Under Carter, Re- 
public has been more aggressive in get- 
ting more profits out of its studio 
facilities. But the studio land and 
facilities remain a problem. They pro- 
duce 15% of Republic’s gross, yet prof- 
its are slim. The main trouble is that the 
two biggest independent producers, 
Dick Powell’s Four Star and Jack 
Webb’s Mark VII, were signed by Yates 
at very low rental rates—and Powell's 
contract still runs for another three 
vears. Business may pick up for Repub- 
lic’s lot when the 20th Century-Fox 
lot begins to be plowed up for the 
grandiose Century City project, and 
Carter is adopting a wait-and-see atti- 
tude. If profits cannot be improved 
Carter will consider selling the property 
—at the right price. 
¢ Use Out of Utility-Now Utility may 
be in for a similar reshuffle. The mcz- 
ger requires shareholder approval, which 
is expected this spring. Then Carte 
will probably consolidate Utility’s jun- 
gle of production facilities in the Los 
Angeles area into one location. For 
some time, though, Republic’s per- 
share earnings probably will not reflect 
any benefit from the merger. 

Without Utility, Carter projected 
Republic’s per-share earnings at $1.25 
for fiscal 1961 on 2-million shares out- 
standing. But Carter has asked for an 
increase in authorized shares to 6-mil- 
lion shares, 500,000 of which will go 
to the Utility merger. If the latter are 
issued, Republic won’t come near the 
projected figure—especially with Util- 
ity’s profits hit hard by the appliance 
slump. 

Carter, though, still expects Utility 
to earn $l-million in the first 12 
months under his operation. The extra 
shares also put Carter in a strategic po- 
sition to go after additional acquisi- 
tions after Utility has been absorbed. 
This is where his true test will come. 
It’s fairly easy sometimes to cut out 
corporate fat, which benefits earnings. 
But it’s another matter to achieve real 
growth for a company. END 
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designed for economy 


Could you afford to be without a 
telephone? The time spent in your 
car or truck, completely out of 
touch with potential customers, 
can be your greatest hidden busi- 
ness expense. 

Avoid this with the AChieverfone, 
the mobile radiotelephone that 
permits you to call or to receive 
calls from any telephone in the 
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world! Check into the advantages 
of AChieverfone. You will learn 
why it is today’s most modern 
mobile phone. For example, 
AChieverfone has just two units 
—the receiver-transmitter and the 
control head. This means AChiev- 
erfone takes up less space in your 
cars, trucks, or vans. In addition, 
low power drain, rugged and reli- 





able construction and fast instal- 
lation make AChieverfone better, 
more economical than any other 
mobile phone system available. 
With AChieverfone you can equip 
all your vehicles with an efficient 
mobile phone system. AChiev- 
erfones will open up entirely new 
areas of business potential for 
you and your company. 


An AChievement in Mobile Communications 


AC Spark Plug cae 


The Electronics Division of General Motors 
Milwaukee 1, Wis. 


Telephone BRoadway 3-1120 
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Reds Export Cuban Revolution 


Castro’‘s Communist - domi- 
nated regime stirs trouble in 
Latin America with catchall 
doctrine called Fidelism. 


During the past two years, the U.S. 
has become more concerned with events 
in Latin America than it has since the 
days of the Good Neighbor Policy in 
the 1930s. 

One man, Fidel Castro, is largely 
responsible for this. First, he pulled 
Uncle Sam’s beard by seizing $1-billion 
in U.S. property and provoking a break 
in diplomatic relations. Now, he is go- 
ing all-out to export his anti-U.S., 
Communist-dominated revolution. 

This week, Castro openly admitted 

for the first time that Cuba is trying 
to stir up revolution in the rest of Latin 
America. He said that because the U. S. 
is aiding what he termed counter- 
revolutionaries, “Cuba feels it has the 
right to spur revolution in Latin 
America.” 
e U.S. Reaction—Cuba’s efforts are not 
going unnoticed in the U.S. In his 
press conference last week, Pres. Ken- 
nedy said that ihe export of the Cuban 
Revolution is a “matter of high pri- 
ority” and a subject of intense study. 
This week, the Voice of America an- 
nounced a broadcasting campaign to 
combat Castro’s influence. 

The degree of Castro’s success in the 
Southern Hemisphere is important to 
the U.S. for two reasuns: 

e If the Cubans succeed, the U.S. 
will see more than one Communist- 
afhliated nation south of the border. 

e If other Latin Americans follow 
the example of the Cuban Revolution, 
U.S. businessmen will lose investments, 
markets, and sources of supply. 
¢ Communist-Controlled—The Cuban 
Revolution and its spreading power is 
wrapped up in a loosely defined concept 
called Fidelism. Like many “isms,” 
Fidelism is not a carefully defined doc- 
trine. Called ‘“Fidelismo” by Latin 
Americans, it is a catchall label for the 
objectives and methods of the Castro 
regime. 

For the U.S., the trouble with Fidel- 
ism is that it is under Communist con- 
trol. International Communism _ has 
been trying to infiltrate the Western 
Hemisphere since World War II. 
When it succeeded in capturing Fidel- 
ism, it got the best channel it has ever 
had to introduce Communism into the 
Americas. 

Fidelism is useful to the Com- 
munists because it has a “made-in-the- 
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SHANTY TOWNS ringing some modern Latin American cities house thousands of people 
who live a hand-to-mouth existence. These slums are breeding places for Fidelism. Many 
come from semi-feudal peonage ow large farms. 
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Western-Hemisphere” tag and is not a 
foreign ideology. It is effective because 
it works upon the impatience of the dis- 
satisfied—and there are millions in Latin 
America who are most dissatisfied and 
most impatient to have something done. 
The Communists and Fidelistas are 
stirring up revolution with every means 
at hand—propaganda, violence, bribery, 
and subversion. So far, they have been 
moderately successful in several places. 
But opposition is beginning to form be- 
cause the Cubans have made mistakes 
and Latin Americans are starting to 
identify Fidelism with Communism. 


Strategy for Conquest 


In the manifesto published after a 

meeting of Communist leaders in Mos- 
cow last fall (BW —Dec.10’60,p119), 
the Reds outlined their plans for using 
nationalist movements as part of their 
strategy for world conquest. Their take- 
over of Fidelism is a classic example of 
what they meant. Fidelism, economic 
aid and trade deals, and a strong propa- 
ganda effort constitute Communism’s 
offensive in Latin America. 
e Postwar Offensive—The Communists 
began to work in Latin America after 
World War II, trying to capitalize on 
the respectability that their wartime al- 
liance with the Allied Powers had given 
them. Their main efforts were through 
local Communist parties. 

But Communism didn’t go down well 
in Latin America as the cold war took 
shape. The Berlin blockade, Soviet 
vetoes in the United Nations, then the 
Korean War soured most Latin Ameri- 
cans. Nevertheless, the Communists 
kept trying until the fall of the Red- 
tainted Arbenz regime in Guatemala in 
1954. - 

This, say experts, led to an agonizing 
reappraisal in the Kremlin and a shift 
in tactics. From 1954 until 1959, thev 
soft-pedaled the Communist Party’s at- 
tempts to gain power. Rather, they 
tried to ingratiate themselves by identi- 
fying themselves with nationalistic 
causes. 
¢ Communist Pawn—This was the 
policy in force when Castro came to 
power in January, 1959. A few months 
before, when Castro appeared to be 
gaining the upper hand over Batista, the 
Communists slipped into Castro’s camp. 
Since then, they have used him to 
establish their base in the Western 
Hemisphere. 

Washington experts are convinced 
that the Communists are going all-out 
economically to support the Castro gov- 
ernment. Latest estimate of Com- 
munist bloc aid to Cuba is $215-million 
for 1961. This support also encourages 
other leftwing groups that might w ant 
to follow the Cuban example. 

e Trade Deals—The Communists also 
are probing in Latin America with trade 
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...when she’s ready to buy, 
she turns to the Yellow Pages 


Advertise in magazines, newspapers, TV or radio? You 
belong in the Yellow Pages, too. It’s the last link in your 
advertising chain. Reaches your customers right when 
they’re ready to buy. 

Now National Yellow Pages Service helps you run 
selling advertising in the Yellow Pages — ads that back 
your national or regional campaign. x 

National Yellow Pages Service also gives you market- 
ing facts and figures that guide you in buying just the 


right combination of directories to fit your precise mar- 
kets. Couldn’t be easier to buy. One contact, one contract 
and one monthly bill do it all. 
For details on how to complete 
your advertising chain, contact NATIONAL 
your National Yellow Pages Serv- YELLOW PAGES 
ice representative through your 
Bell Telephone Business Office. 
ONE CONTACT/ONE CONTRACT/ONE MONTHLY BILL 
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and turning 


Curing coffee of its bac:nabits is one important 
use the food industry*iias found for General 
American's Rotating Dr:c Contactors. In a pat- 
ented process, the RD@ ‘column extracts sleep-robbing caf- 
feine but leaves in flayar-giving aromatics . . . so coffee- 
lovers everywhere cary 2njoy their favorite drink and still 
get a full night’s sleep." 

There are many othe¥: industrial applications for these 
extractors (designed anti built by General American’s Turbo- 
Mixer Division). Efficiestly and at low cost they salvage 
vanillin from wood pulpy... . extract phenol from waste water 


out of 
coffee 


. recover rare metals from uranium ores. 
Your business may not involve extraction, but 
you can always extract profitable solutions 
from the imagination General American brings to industry. 
Whether your problems relate to transportation or storage 


. . . to mixing, drying or conveying . . . to nickel coating, | 


plastics molding or fastenings, General American’s broad 
experience and directed imagination can help you solve 
them. 

Whatever you manufacture or mine, process or ship, let 
us show you why it pays to plan with General American. 





GENERAL I.MERICAN TRANSPORTATION CORPORATION 





135 SOUTH LASA (LE STREET * CHICAGO 3, ILLINOIS \GENn 
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arrangements. Trade between Latin 
America (excluding Cuba) and _ the 
Communist bloc will run around $200- 
million each way this year. That’s only 
3% of Latin America’s trade—but the 
Communists, mainly the Russians, are 
buying commodities that are the main 
export item of the selling countries. A 
deal to swap oil for Brazilian coffee is 
one of 35 trade agreements. 

The Soviets are also extending trade 
credits where they will carry a po- 
litical advantage. The largest current 
agreement is with Argentina—a $104- 
million credit for oil drilling equipment 
and other industrial items. It may be 
topped by an offer of $150-million to 
Bolivia for tin mining and smelting 
equipment. The Bolivian government 
has the proposal under consideration. 


ll. Castro’s Appeal 


When Fidel Castro came to power, 
he immediately attracted attention 
throughout Latin America as much by 
his personal appeal as by the political, 
economic, and social changes he offered. 
His appeal was widespread because 
there is a strong sense of cultural unity 
in Latin America, despite differences 
among countries. 

To Latin Americans, Castro is “muy 
macho”’—literally, very male. He appears 
to have a robust masculinity, a daring 
zest for action that Latin Americans 
admire and aspire to themselves. And 
they are attracted by what the social 
psychologists call charisma—a mystique 
and style that spellbinds many people. 
Castro also embodies the anti-dictatorial 
spirit that’s cherished in a region long 
trodden by dictators. 
¢ Playing Up Grudges—Like most 
demagogues, Castro recognizes existing 
social forces and uses them to his own 
dvantages. He has formulated few new 
ideas of his own. 

Castro’s anti-Americanism is partic- 
ularly well received in Latin America, 
where “anti-Yanquismo” has flourished 
for years. Some of this is inherent in 
the frictions between two cultures, one 
Iberian and Catholic, the other Anglo- 
Saxon and Protestant. More comes from 
the envy of the poor for the material 
benefits of the comparatively well-off. 

Other grudges arise from the political 
and economic ties the U.S. has with 
Europe, to the detriment, many Latin 
Americans believe, of their nations. 
They also feel that the U.S. has treated 
them paternalistically for years, fre- 
quently interfering in domestic affairs 
or dictating foreign policy from Wash- 
ington. 

Further, they hold the U.S. respon- 
sible for fluctuations in their one-com- 
modity export economies, where the 
U.S. is the largest customer and does 
little, they charge, to stabilize prices. 

Closely connected with Castro’s anti- 
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In Latin America, ‘‘Fidelismo’”’ 
Appeals to the Dissatisfied: 
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Americanism is his posture toward 
private capital. Latin American nation- 
alists believe that foreign private capi- 
tal, which comes mostly from the U.S., 
has been exploiting their natural re- 
sources and labor, taking out profit and 
leaving behind little visible economic 
improvement. 

e Appeal to Intellectualsk—Among Cas- 
tro’s more vociferous backers in Latin 
America are the so-called intellectuals 
—students, teachers, writers, journalists, 
and some professional people. Fidelism 
appeals to them on somewhat abstract 
ideological grounds. 

To this group, and to some middle- 
class businessmen, Castro’s pledge _of 
industrialization as a way out of eco- 
nomic stagnation is welcome in an area 
dependent upon agriculture and raw 
material production. The promise of 
more and _ better employment has 
gained labor support. And to all of 
these groups, the promise to purge gov- 
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ernment of corruption is encouraging. 
e Housing Program—As Castro’s pro- 
grams in urban housing and agrarian re- 
form got under way, he generated a 
vague interest among the city slum- 
dwellers and the impoverished peasants. 
These people, mostly illiterate and not 
politically informed, don’t have a clear 
picture of what is going on in Cuba. 
But they hear enough about new houses 
and land ownership to stir them and 
they are potentially the most powerful 
disciples of Fidelism in Latin America. 

Around many modern cities in Latin 
America are rings of shanty towns in- 
habited by people who have left a semi- 
feudal existence on large estates to seek 
employment in the cities. But the 
urban economies cannot absorb them. 
Unable to find jobs, thev grub for a liv- 
ing and live in shacks without water or 
sewers. 

Back on the farm, the peasant lives 
and works in peonage to the “patron,” 
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build your plant 

at St. Petersburg 
in the fast-growing 
southeast coastal 6 


Capitalize on St. Petersburg’s 
progress and lower living costs. 
Select a site in the new, pre-planned, 
100-acre Joe’s Creek Industrial 

Park, and benefit from: 


@ Paved roads 

e@ City water, natural gas, electricity 
e@ Drainage and sanitary sewerage 
@ Rail and highway facilities 

@ Reasonable taxes 


planned Florida industrial district 


For details on this or other good 
sites in the Southeast Coastal 6, write, 
wire or call. Inquiries held 
confidential. 


Direct inquiries to: 

R. P. Jobb 

Assistant Vice-President 
Department J-21 

Atlantic Coast Line Railroad 
Jacksonville, Florida 
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without owning much more than the 
clothes on his back. His dream is to 
own a plot of land and tools to work it. 
¢ Land Reforms—The problem of land 
reform is perhaps the most pervasive in 
Latin America today and will be the 
most difficult to solve. Two-tenths of 
1% of the landowners in Guatem: 
own 40.8% of the privately ownec 
acreage. In Argentina, 500 owners hold 
18% of the farmland. In Chile, 1% 
controls 43% of the land. 

To the peasant who lives in this situ- 
ation, Fidelism offers an easy satisfac- 
tion of his desires—take the land and 
divide it up. In northeastern Brazil, a 
leftist named Francisco Juliao has organ- 
ized several thousand peasants into 
leagues and led them in armed squatters 
movements. Most of the peasants don’t 
know who Castro is—but his message 
comes across clearly. 

Fidelism also makes a racial appeal. 
It promises equality and opportunity to 
Indians, Negroes, and mestizos in a 
region dominated by people of Euro- 
pean extraction. 
¢ Political Inroads—Fidelism has made 
marked inroads among politicians and 
government officials throughout Latin 
America for several reasons: 

¢ Some are ideologically sympa- 
thetic with Castro’s objectives and 
methods and want to use Fidelism to 
provoke a leftist coup. 

e Others note Fidelism’s popu- 
larity and are using it to get votes. 

¢ Nationalists find Fidelism a use- 
ful lever on the U.S. Indeed, Castro 
boasts that he is responsible for getting 
the $500-million social development 
fund to which the U.S. committed it- 
self at Bogota, Colombia, last fall. 

Even Jose Figueres, one-time presi- 
dent of Costa Rica and Tong a friend 
of the U.S., once remarked, “If Fidel 
Castro had not existed, we should have 
had to invent him.” 


Ill. Roots of Infiltration 


The Communists are believed to be 
spending between $100-million and 
$200-million a year to spread Fidelism 
through Latin America. 

The Cuban embassies are the main 
channel for propaganda materials, 
money, and personnel carrying the 
Fidelista message. The Russian embas- 
sies in Mexico City, Montevideo, and 
Buenos Aires are also financial and 
communications centers. 

Perhaps the best example of a Cuban 
embassy’s efforts to come to light is 
in Peru, where anti-Castro elements 
not long ago raided the Cuban em- 
bassy and turned up copies of letters 
and reports sent by the Cuban am- 
bassador back to Havana. 

According to the documents, a num- 
ber of student leaders received $150 
to $200 each for pro-Cuba agitation, as 
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did several front organizations, news- 

papers, and journalists. Five deputies 

in the national legislature took bribes, 
and officers of the small Progressive 

Socialist Party and the larger Accion 

Popular received a total of $15,000. 

Another $15,000 went to the Peru- 
vian Communist Party, which, in turn, 
paid individuals for “agitation and 
propaganda,” say the exposed papers. 

Elsewhere, Cuban diplomatic officials 
have distributed printed propaganda, 
organized strikes, delivered _ political 
speeches, and arranged demonstrations. 
A Panamanian official says, “We know 
thev are handing out well over $20,000 
a month to their onhangers and publi- 
cists, but our hands are tied.” 

e Other Fronts—Carrying on similar ac- 
tivities are various front organizations. 

In '] Salvador, the Friends of Cuba 
sparked a clenched-fist anti-U. S. demon- 
tration Jan. 6. Costa Rica also has a 
l'riends of Cuba branch, principal sup- 
port for which comes from a group of 
intellectuals. 

In Venezuela, the leading front for 
Fidelism is the Committee for the De- 
fense of the Cuban Revolution. It was 
led by Humberto Cuenca, president of 
the Venezuelan College of Lawyers. He 
is now in jail for taking part in last 
November’s riots in Caracas. 

Political parties fall into much the 
same bracket. The leader of the Revo- 
lutionary Party of April and May, in E] 
Salvador, reportedly gets $80,000 a 
month to carry on subversion. In Co- 
lombia, the Movimiento Liberal Revo- 
lucionario promotes Fidelism and holds 
15% of the seats in the legislature. 

In Argentina this month, the Fidel- 
istas scored a victory with the election 
to the Senate of Alfredo L. Palacios, a 
socialist who is an outspoken admirer 
of Castro and a leader of the Movi- 
miento Popular Argentino. 
¢ “Professional” Students—Student or- 
ganizations have been instrumental in 
promoting Fidelism. The number of 
students who peddle Fidelism is com- 
paratively small, but they are the most 
politically conscious and the best or- 
ganized. In most of these organizations, 
students of philosophy, economics, and 
political science are active, as are some 
law students. Medical and engineering 
students, for the most part, are not in- 
volved. Many of the activists are “pro- 
fessional’”’ students—men and women in 
their late twenties and early thirties who 
take one or two courses and spend 
a large share of their time in political 
affairs. 

Some of the student groups are for- 
mally allied with political parties. In 
Venezuela last fall, student groups afhl- 
iated with dissident political partics 
were participants in the fortnight of 
riots that ended with skirmishes around 
university buildings. Students have 
taken part also in violent demonstra- 
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argues well for broader 
use of its product in 


industrial construction.” — 


from FACTORY MAGAZINE'S 
TOP TEN PLANTS CITATION 


; aS ’ aN 








Ideal Cement Company’s newest plant at Tijeras, New Mexico, near Albuquerque 


The Tijeras, New Mexico, plant of Ideal Cement Company is 
one of the ten winners in the United States of a “Top Ten” 
plant award by FACTORY magazine. 

The plant is a handsome example of the architectural beauty 
and efficient design which are possible when concrete construc- 
tion is employed. In a plant like this, efficient production of 
cement while maintaining an environment of sparkling cleanli- 
ness and beauty is a matter of course. The plant itself proves 
the point that for quality and functional construction there is 
no finer material than concrete. 


IDEAL CEMENT COMPANY 
DENVER, COLORADO 


LISTED ON THE NEW YORK AND PACIFIC COAST STOCK EXCHANGES 








SERVING SOME OF THE MOST RAPIDLY GROWING MARKETS IN THE UNITED STATES 
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The easy way to 
cut inventory costs 
...call ie 


Small shipments madef frequently can 
cut your inventory requgements ... re- 
duce tied-up capital... @2lease valuable 
space to productive use. 3)-C specializes 
in LTL shipments nation-wide. Person- 
nel, equipment and handling methods 
are geared to shipping :needs ... with 
single-carrier responsibiiity for the safe, 
on-time delivery of a// yoi:s shipments... 
no matter how small. 













Callyourlocal D-C ré aresentative 
.-» find out how D-C «:an serve you 
as your“ warehouse on wheels.” 






You'll find us 
in the 
YELLOW PAGES 






DENVER CHICAGO. 
TRUCKING CO., INC. 


The ONLY direct coast:'a-coast carrier! 
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tions in E] Salvador, Panama, Uruguay, 
Brazil, Bolivia, and Ecuador. 

Several unions have backed the Fidel- 

ista movement, especially those allied 
with a political party or dominated by 
pro-Communists. The general union in 
Chile, the tin miners union in Bolivia, 
and the banana workers unions in Ecua- 
dor, Panama, and Honduras are among 
the more active. 
e Communications Network—Fidelista 
propaganda has been spread throughout 
Latin America*by every form of com- 
munications. Some is homemade, more 
is imported from Cuba. The Cuban 
government publishes such magazines 
as INRA, Bohemia, Revolucion, and 
Verde Olivio. They are distributed 
through embassies, front organizations, 
and some newspapermen. 

In Panama, an anti-American named 
Joaquin Beleno has imported such pub- 
lications. Now, with a leftist lawyer, 
Humberto Ricord, he has bought the 
Imprenta Panama printing plant, most 
likely to turn out Fidelista pamphlets. 

Communist, leftwing, and _nation- 
alist newspapers have given the Cuban 
Revolution continually heavy coverage. 
Much of their material comes from the 
Cuban news agency, Prensa Latina. 

Radio broadcasting has been particu- 
larly effective in many areas, because of 
widespread illiteracy. Despite the pov- 
erty of many areas, there are enough 
radios to assure that the word gets 
around. In Central America, much of 
Fidelism’s message has passed over the 
airwaves directly from Cuba. 

Within the next few weeks, radio 
facilities to export Fidelism will be no- 
ticeably increased. The Cubans are 
about to put into operation a powerful 
radio station that can reach most of 
Latin America. 
¢ Traveling Salesmen—Another effec- 
tive channel for spreading Fidelism are 
the visits of numerous Latin Americans 
to Cuba, many at the invitation and ex- 
pense of the Cuban government. The 
Cubans appear to have concentrated on 
the so-called opinion leaders—those in a 
position to influence large numbers of 
people. Politicians, government officials, 
students, union officials, teachers, and 
newspapermen have been among those 
transported to Cuba. 

The Cubans are also known to have 
taken people to Cuba for military train- 
ing, then sent them back to their own 
countries to set up clandestine guerrilla 
training centers. 

Some Latin Americans go beyond 
Cuba to the Iron Curtain countries. 
They take their own nation’s travel 
documents as far as Cuba, where they 
switch to Cuban passports. Then they 
travel to the Communist bloc for train- 
ing and indoctrination. When they get 
back to Cuba, they pick up their own 
papers again so that when they return 
home, their governments will not know 





that they have been anywhere but. 
Cuba. 

In the interior of Panama, the F'ide- 
listas have established a school for train- 
ing guerrillas. It is led by a half-Chinese, 
half-Panamanian named Chang Marin, 
who has sent Panamanian recruits on 
three-month tours behind the _ Iron 
Curtain. They were paid $300 a 
month, plus free transportation and 
living expenses. 

Cuban secret agents, or people sus 
pected of being secret agents, have been 
spotted in several Latin American na- 
tions. Cubans are reported reliably to 
have been among those instigating riots 
in Panama, Venezuela, and Guatemala, 





IV. Impact on Latin America 
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Fidelism has been effective in varying | 
degrees in Latin America. Today, it is | 
influential in most of Central America, 
Venezuela, and Bolivia. Elsewhere, it 
was popular during the first year of 
Castro’s rule but since then has begun 
to slip. 

To combat Fidelism, the U.S. at firs} 
tried to isolate Castro from the rest of 
the hemisphere, thinking that his revo- 
lution would wear itself out. When it 
became apparent that Fidelism was 
sturdier than anticipated, the U.S. 
began to put diplomatic pressure onf§ 
Cuba. The Declaration of San Jose last § 
August mildly admonished Castro for 
falling under Communist influence. 

Later, the U.S. worked up a more 
forceful weapon, the $500-million social 
development fund proposed at the 
Bogota conference. It will attack the 
social ills—illiteracy, poor housing, in- 
equitable land-ownership, disease—upon f 
which Fidelism breeds. 
¢ Stronger Measures—The U.S. dem- 
onstrated that it had had enough of 
Castro’s harassment when it broke 
diplomatic relations last fall. Most Latin 
Americans did not protest the U.S. 
action, thinking that Castro had clearly 
provoked the break. 

Pres. Kennedy, in his campaign 
speeches and his addresses since taking § 
office, has made a special point of 
promising a policy like Pres. Roosevelt's 
Good Neighbor Policy. A task force 
now has this under study and a “‘food- 
for-peace” mission is under way. 
¢ Disillusioned—In Latin America, 
some people have definitely turned 
against Fidelism, believing that Castro 
has betrayed his revolution. Others are 
disappointed, hoping that he will 
straighten out and get the revolution 
back on its non-Communist track. Even 
so, there is an irreducible minimum of 
Fidelista) sentiment in most Latin 
American countries. 

Fidelism has dropped in public favor 
because Castro has made bad public 
relations mistakes and opposition groups 
have been forming. Fidelism is not now 
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IN THE WORLD’S MOST ADVANCED INTERCOM SYSTEM! 


@ For the first time in any intercom sys- 
tem you can answer calls from across 
the room—and at the same time enjoy 
positive assurance that no one can 
eavesdrop on conversaiions in your 
office. Executone’s exclusive “CHIME- 
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call with chime and sign] light—warns 
that your circuit is oper,* 
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strong in Chile, Argentina, and south- 
ern Brazil because they are far away and 
the public is tired of. Castro’s antics. 

Moreover, the population in those 
countries is largely European in origin 
and is not attracted by Castro’s racial 
policies. 

In general, the Cubans have scared 
off much support with bad ambassadors 
and open interference in other coun- 
tries’ affairs. ‘The economic troubles and 
rising opposition in Cuba have disil- 
lusioned people, as have Castro’s seiz- 
ures of the press, purge of labor and 
student groups, and domination of the 
courts. 
¢ Loss of Prestige—There’s also a grow- 
ing awareness of the close ties between 
the Fidelistas and the Communists. A 
year ago, most Latin Americans scorned 
U.S. charges of Communist influence. 
But the pictures of the “embrazzo”’ that 
Castro gave Soviet Premier Nikita 
Khrushchev at the United Nations last 
fall drove the point home forcefully. 

Nor has Castro endeared himself 
with his attacks on such popular figures 
as Venezuelan Pres. Romulo Betancourt 
or former Costa Rican Pres. Jose 
Figueres. Persecution of the Catholic 
Church does not sit well, even though 
many Latin Americans are only nominal 
Catholics. 

All this has not only lost Castro 
prestige but generated active opposi- 
tion. Many governments have become 
frightened by Fidelism’s threat to their 
own stability and have stopped using 
Fidelism as an arm-twister on the U.S. 
Some have gone further and broken 
diplomatic relations, Peru being the 
first. Moreover, at least a score of 
Cuban diplomatic officials, plus numer- 
ous non-official agitators, have been de- 
clared persona non grata. 

Fidelism in the previous junta was 
among the causes of the latest military 
coup in E] Salvador. In other countries, 
vigilance committees and branches of 
the anti-Fidelista Frente Revolution- 
ario Democratico have been formed. 
“Truth squads” of Cuban exiles have 
tagged after Castro propagandists. Com- 
munist and pro-Communist newspapers 
have been shut down and the Prensa 
Latina news service is largely dis. 
credited. 
¢ Church Efforts—The Catholic Church 
has been active in several countries, 
combating Fidelism from the pulpit 
and through affiliated unions and po- 
litical parties. But the Church is not 
so effective as it might be. It lacks 
facilities for modern mass communica- 
tions and suffers from a shortage of 
clergy in many places. Further, not 
many Latin Americans look to the 
Church for social leadership because it 
has been allied for decades with the 
ultra-conservative groups that are 


blamed for many political, economic, 
and social ills. 


END 
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THE NEW 


...an integrated ind 


than 80% of total sales, furnish a variety of essential products 
and services to industry. Sperry Products Company, for 


a number of advanced techniques. Sperry rail testing is used by 
virtually all major railroads. All Howe Sound Divisions are 
likewise engaged in extensive research and development activities 
directed toward more efficient production methods and superior 


products ...to meet industry's new needs. 


HOWE SOUND COMPANY 
500 FIFTH AVENUE 
NEW YORK 36, N.Y. 








Howe Sound's four manufacturing divisions, which account for more 


example, is an acknowledged /eader in the nondestructive testing of 


metals—a field in which Sperry’s continuing research has developed 


SOUND 


Btirial group . 


ROLLING MILLS 

Peerless Roll Leaf Company 
Quaker State Meta/is Company 
Stamford Rolling Mills Company 


SUPERALLOY PRODUCTS 
Austena/ Company 


Crucible Stee/ Casting Company 
of Milwaukee 


Misco Precision Casting Company 


METALS/ REFRACTORIES 
Frank Samuel & Company 
WaiMet Alloys Company 


MINING 

Tungsten North Carolina 
Copper-Zinc Canada 
Silver-Lead-Zinc Mexico 
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THE CENTER OF 


Getting a liberat;education doesn’t 
mean going far atield for people who 
live here. Furthe:$ the nation and the 
world proudly send sons and daugh- 
ters to the smali. and large schools 
for which this e2a is famous. But 
living here has great advantages. 
The things yc: need, the things 


OHIO EDISON CO. 


This is 


you want to do, the things that en- 
rich family life need no seeking. 
Commerce and industry, education 
and recreation, sports and farming 
—all are part of an uncongested 
countryside that makes life here full 
without being hectic. 

In few places is industry more 


INDUSTRIAL AMERICA 


diversified, in few places are all forms 
of transportation more accessible— 
rail, air, water and highway; and 
nowhere are power needs more eff- 
ciently filled. This, The Center of 
Industrial America, is well served by 
Ohio Edison Company and Pennsy]- 
vania Power Company. 


It’s a good place to locate. For details on locating 
your plant in this region, write R. D. Best, Ohio 
Edison Company, 43 North Main Street, Akron 
8, Ohio; or J. F. Dunlevy, Pennsylvania Power 
Co., 13 East Washington St., New Castle, Pa. 


OHIO EDISON CO. 


PENN. POWER CO. 
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MARKETING 


Since 1948, 
there have been 
important shifts 
in how people 
spend their 
growing 
income... 


rercent of Total Spending 





Food & Beverages ~~ 





4c 
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~ 


30 








Furniture, Furnish- ea 
ings & Equipment 





Transportation 


20 





Medical Care, 
Personal Business 
and Misc. Services 














Recreation 


Personal Servic — 








Clothing & Shoes Housing 
es 10 
Household 
Operation 
——E—a—— Aut bile & Parts 
= |. 
pas === Gasoline & Oil 
~ ee 
1948 1960 1948 1960 


..»+.eand even more important changes show up in the 
years between the current recession and the 1957-58 dip 


Billions of Dollars 


Billions of Dollars 


Billions of Dollars 














160 160 : 160 
Tota e 
Durables Non-Durables Ma Services 
Total 
120 120 120 
80 80 80 





Total 





1957 "58 59 60 
Data: Dept. of Commerce, Office of Business Economics 
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Quarterly, Seasonally Adjusted, at Annval Rates 
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New Spending Pattern Evolves 


Every year since the end of World 
War II, people have been spending 
more than they did the year before, a 
remarkable achievement in the face of 
four recessions, counting the present 
one. Last year was no exception, with 
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personal consumption expenditures ris- 
ing to an all-time high of $328.2-billion. 

But, as the tally by the Commerce 
Dept. (charts) shows and as innumer- 
able businessmen will testify, there have 
been distinct and disturbing shifts in 


the pattern of that spending. This ac- 
counts for seme of the paradoxes of the 
postwar economy, in which sharp de- 
clines have occurred for some sectors of 
the economy, while the whole has re- 
mained surprisingly stable or even man- 


Merketing 77 










Se cen mee cneeeenaan agro ana Ane ma Nabe aD, Ratane See aA ADA SR SET ms eee 














How important 

is book value 

. I , 

in szock valuation? 


Adapted from one of thy Clients’ Service Bulletins of The American Appraisal Company 


In estimating the ;alue of closely 
held corporate stocks, the inexperi- 
enced often attacii undue impor- 
tance to the net eouity as reflected 
on the balance shee?. 

Some time ago, THE EX- 
CHANGE, published by the New 
York Stock Excharze, reported an 
interesting analysis of the 1055 com- 
mon stocks listed om the big board. 
At the time the study was made, 
660 stocks were se‘jing above book 
value and 395 below.pook value. The 
variations were wide: 202 stocks 
were selling at 100“3, or more above 
book value and 72 %were selling for 
one-half of book rn or less. 


, important 
The study clear] ¢j demonstrates 
the relative unim;¥trtance of book 


value as a factor P iisn market 


Earnings mor¥ 


value of the stoc!§§ Balance sheet 
figures reflect the nvestment and 
retained earnings !-ss reserves and 
liabilities. They se':lom purport to 
reflect current values or liquidation 
values of the long-term assets. 
Patents, franchises, trade names or 
other intangibles aye often omitted 
or carried at nomial amounts. If 
management cann¢{, earn a reason- 
able return on the: investment, the 
stock will seldon| be worth book 
value; but when ejrnings, past and 
prospective, are infexcess of such a 
fair return, capital equities may be 
valued at substar%ially more than 
book values. 

In any valuation of capital stock, 
the present value of the corporate 
assets is a factor to be considered, 
because significant comparisons can 
be made as to the return on the re- 
quired investment. However, the 
study of earnings, growth and pros- 
pects for the future may far out- 
weigh in importance the book values 
or restated values of the underlying 
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assets. In any case, book value is a 
questionable guide to the measure- 
ment of the intrinsic value of owner- 
ship in an enterprise. The value of 
such ownership is dependent to a 
greater degree on management, earn- 
ings, dividends, business potentials, 
the trend of growth or recession, ac- 
counting policies and profit margins 
than on the stated values recorded 
on the balance sheet. 


x .*%. 


The American Appraisal Company has for 
many years been engaged in the valuation 
of closely held corporate equities for mer- 
ger, sale, reorganization, and estate and 
gift tax purposes. Its services in this field 
have been used beneficially by owners, exec- 
utors, administrators and trust companies. 
Where required, its findings have been per- 
suasively supported in court by qualified 
witnesses. American Appraisal Service is 
also widely used in the valuation of intangi- 
bles and in the valuation of an enterprise. 


me AMERICAN 
APPRAISAL 


Company 

SINCE 1896...LARGEST...MOST WIDELY USED 

Home Office: Milwaukee 1. Wisconsin 
Atlanta Cleveland New York 
Baltimore Dallas Philadelphia 
Boston Detroit Pittsburgh 
Buffalo Kansas City St. Lovis 
Chicago Los Angeles San Francisco 
Cincinnati New Orleans Jacksonville 

Canadian Appraisal Company, Ltd, 

Montreal and Toronto 


The American Appraisal Company 
525 E. Michigan Street 
Milwaukee 1. Wis., Dept. BW 


Without obligating me, send me your 
Booklet No. 502, ‘Valuation of Closely 
Held Corporate Stocks.” 





... services are claiming a 
growing portion of consumer 
income at the expense of 
goods... 

(STORY on page 77) 


aged to grow. The reason is simply 
that people generally spend in a fairly 
fixed ratio to their disposable income, 
at least in broad, over-all terms. There 
are fluctuations, of course, but as long 
as personal income goes up, as it has 
pretty consistently, so will spending. 

¢ Significant Changes—What’s more, 
in an economy that is measured in the 
hundreds of billions, any shifts in 
spending habits by consumers tend to 
be fairly minor if viewed in graphs and 
percentages. When you get behind the 
percentages into the hard figures, the 
significance of the spending shifts that 
have occurred since 1948 begins to take 
on greater proportions. 

You begin to see a definite trend that 
apparently hasn’t begun to spend itself 
at all. That major trend has been noted 
many times lately, but perhaps not so 
clearly as it should be. It is simply that 
services are claiming a growing portion 
of consumer income at the expense of 
goods, particularly durable goods. 


I. The Big Shift 


People are still spending, and have 
since 1948, almost all of their current 
income, putting 5% to 7% into sav- 
ings. The amount saved is so stable that 
businessmen and economists can readily 
count upon the figure in making their 
projections. The portions that go for 
durable goods, nondurables, and services 
remain fairly well fixed within a small 
percentage range, too. Durables hover 
around 13% to 15% of the consumer 
dollar, softgoods between 45% and 
50%, and services—a vast catchall of the 
things people need or want that aren't 
tangible products—between 33% and 
40%. 

But when you break this down into 
dollars, the result is somewhat startling. 
Since 1948, in an economy that has 
boomed almost continuously, consum- 
ers last vear spend just $21-billion more 
on hardgoods—autos, appliances, furni- 
ture, and the like—than they did in 
1948. True, that is a rise of almost 
100%. It also substantially tops, as a 
percentage gain, the added amount peo- 
ple spent for softgoods. Outlays for 
nondurables were $53.8-billion more in 
1960 than in 1948, for a rise of 56%. 
That is considerably less than the 80% 
gain for all spending. 
¢ The Big Gainer—But all three of 
these gains were far outstripped by 
services. Consumers last year laid out 
$74.9-billion more than they did in 
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1948 for the host of things that make 
up services. That’s a 130% gain. And, 
for the first time, spending on services 
in 1960 took more than 40% of every 
dollar people spent. 

Perhaps more important, this increase 
in spending for services is a long-estab- 
lished postwar trend that is still un- 
abated, at least through 1960. In every 
year except three, the increase in serv- 
ices spending has topped the previous 
rise. For instance, people spent $3.1- 
billion more for services in 1949 than 
they did in 1948. Since then there has 
been an almost steady acceleration, with 
the peak gain last year amounting to 
$9-billion over 1959. 

In contrast, consumers plunked down 
substantially more money for durables 
from one year to the next only three 
times in the 13-year span: in 1950, 
when the outbreak of the Korean War 
made it obvious they would be faced by 
hardgoods shortages; in 1955, when the 
auto industry sharply reduced down- 
payments and extended time payments; 
and in 1959, when the economy was 
shaking off the 1957-58 recession. In 
the other years, there were either mod- 
est gains or, as was the case in five of 
the 13 years, actual declines. 

As far as softgoods are concerned, as 
might be expected, a growing popula- 
tion steadily spent more of its income to 
keep itself clothed and fed. 
¢ Well-Established Pattern—All _ this 
suggests that people, since war’s end, 
have shifted their habits pretty sharply 
—and that it hasn’t been a recent or 
passing occurrence but a_well-estab- 
lished pattern. How long will it last? 
It is popular to assume that growing 
families, which the U.S. experienced in 
the years right after the war, will give 
the vital hardgoods part of our produc- 
tion machinery a new shot in the arm. 
Right now we are in the trough of new 
family formations, and the 25-45 age 
group—because of the slow birth rate 
during the Great Depression. It’s this 
part of the population that buys most 
of the durable goods. Once this condi- 
tion corrects itself as wartime and early 
postwar babies grow up, many expect a 
great new boom. But a look at the 
figures shows that even in a period when 
there was a big growth in family for- 
mations, durable goods struggled to hold 
their own. Only in two years did people 
spend as much as 15¢ out of every dol- 
lar for hardgoods, in both cases because 
of abnormal conditions. So it’s still a 
major question whether by the mid- 
Sixties a burst of new families will offset 
to any major extent the growing demand 
for services. 


ll. Self Serving 


A lot of the blame for the added 
spending on services can be placed on 
rising prices. The cost of services has 
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Last year South Carolina’s dyeing 
and textile printing plants produced 
enough finished goods to go around 
the world 30 times! Why such a 
high productivity? Because South 
Carolina has the three essentials 
that create a superb business cli- 
mate: a wealth of water and raw 
materials ...a young, intelligent, 
hard-working labor force ...and an 
industry-favoring government vi- 
tally interested in helping business 
grow in South Carolina. Whatever 
you make, let us prove you can 
make it for less in South Corolina! 


for information contact: 


Walter W. Harper, Director, Box B4. 





From ping-pong to polo . . . South 
Carolina offers recreation unlimit- 
ed. Business men play golf on well- 
kept courses only minutes from 
their offices. Families swim, play 
tennis and picnic in parks only 
blocks from their homes. For horse- 
lovers there are polo matches, bridle 
trails, drag hunts, even tilting tour- 
naments. An average temperature 
of 63.5° means South Carolinians 
have more time for sports. What- 
ever your favorite recreation, let 
us prove you can enjoy it more in 


SOUTH CAROLINA 


South Carolina State Development Board, Columbia, S. C. 
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What Environmental 
Simulation Do You 


Require? 


can proviiile it 


Serving leaders in the 
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Thanks to earth-bound testing, man will 
soon enter outer space with a remarkably 
detailed understanding of the environment 
he will encounter. 

Whatever your requirements are for envi- 
ronmental testing systems and structures, 
CBel is particularly well qualified to design 
and construct the facilities. 

Complete systems for pressure, tempera- 
ture and motion simulation can be provided. 

To learn more about this service, backed 
by over 70 years of craftsmanship in steel, 
get in touch with Chicago Bridge & Iron 
Company, 332 S. Michigan Ave., Chicago 4, 
Ill. Offices and subsidiaries in principal cities 
throughout the world. Write for BrochureG-51. 


CB-6117 


elds of Nuclear Power, Chemistry, Petroleum, Aerospace, 


Cryogenics, Hydroele rie Power, and Municipal and Industrial Water Supply 
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shot up considerably more than other 
prices. But that isn’t the whole ex 
planation; even when you take into ae 
count the extra price rise, services still 
beat out durables and _ nondurable 
spending increases. For some services, 
prices haven’t risen much—and still 
people have boosted their spending for 
them, as a detailed analysis by the Fed- 
eral Reserve Bank of Chicago shows, 
Take electricity and telephone rates, for 
example. They haven’t risen so much as 
other prices. Yet people are spending 
far more on these items, so that now 
they account for almost 3% of total 
spending compared to less than 2% 
right after the war. More people have 
phones, they are using them more, and 
there is a trend toward more phones in 
every house. The same goes for elec 
tricity. 

e Many Choices—You can. run down 
other items—foreign travel has jumped 
from $850-million in 1949 to $2.1-bil 
lion in 1959. Why? Not because of 
higher prices; actually travel costs less, 
what with modern, fast planes. The 
reason is aggressive selling with the 
added fillip of pay-later tours and a 
public that is willing to forego, say, a 
new coat or appliance for the thrill of 
vacationing overseas. People are spend- 
ing much more, too, for better hous 
ing. 

Educational prices have risen, but 
people are still willing to lay out a 
great deal more for education—and 
especially higher education, which is 
not an absolute must. They are travel. 
ing around the country a lot more—by 
plane and by auto, despite the fact that 
fares have gone up and repair costs and 
insurance on automobiles have risen 
sharply. J 

Look at it another way and you see 
what a service-minded nation the U.S. 
has become. Except for autos, hard- 
goods prices for such things as appli 
ances are actually less than they were a 
few vears ago. The rise of discount 
houses, stiff price competition between 
manufacturers, and overcapacity all 
have resulted in far better buys now 
than right after the war. But there 
aren’t so many takers. So people, de 
spite obviously better values, still are 
willing to forego new goods for all the 
other things money can buy. One in 
dustry source figures that television sets, 
which used to be replaced every nine 
vears or oftener, are now lasting 11 
vears. People are keeping their old cars 
longer, too. 

Partly, this is because families are 
now older with growing teenagers who 
demand a big hunk of family income, 
But it also seems clear that, especially 
since the great burst of spending fot 
goods in 1955, people have stubbornly 
resisted spending much more of theit 
money for hardgoods, and instead have 
put their dollars elsewhere. END 
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RADOMES: another prime capability of Goodyear Aircraft 


110-foot rigid radome, pioneered by GAC \ Solid laminate radome for Mach 2 airplane 


Modular sandwich-type panel 
developed by GAC for BMEWS 


Here's FULL CO)VERAGE for radar 


Whatever your radome requirements, chances are Goodyear Aircraft 
Corporation (GAC) has bvilt one like it. For GAC has pioneered radome 
development — from the smallest aircraft and missile radomes to giant 
ground radomes for BMEV/S and Nike-Zeus. Whether you need a “foamed 
in place” or honeycomb-sandwich construction, a ducted radome design or 
a solid laminate model— Goodyear Aircraft has the answers to the problem 
—electrical and mechanical design, fabrication, testing, erection and service. 
Your inquiry is invited. Write: Goodyear Aircraft Corporation, Dept. 914RB, 


Akron 15, Ohio. 


GOODZYEAR 


Providing all 3 


weapon system skills 


Plants in Litchfield Park, Ar'zona, and Akron, Ohio MANAGEM! NT : 


Cored deicing radome;, built by GAC for C-130 140-foot honeycomb sandwich radome 
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Easy Chairs Get a Remolding 


Molded shell, not springs and horsehair, is basic ele- 
ment in new line of upholstered furniture, part of a trend that 
is reshaping the furniture business toward mass production. 


In outward appearance the chair pic- 
tured on the opposite page—along with 
industrial designer Walter P. Baermann 
—doesn’t seem far removed from the 
contemporary style. Yet beneath its 
familiar-looking exterior, it represents a 
summary of nearly all of the very new- 
est technology, in materials and produc- 
tion methods, for making upholstered 
furniture. So too, perhaps, does its price 
—which will be about $75. 

The chair is one of a new line of liv- 
ing room chairs and sofas that Baer- 
mann has just designed for the Prestige 
Furniture Corp., of Newton, N. C. 

The component parts that make up 
the chair are the same as those shown 
separately in the picture. They are 
hardly the parts you would have ex- 
pected to see in a piece of living room 
furniture a few years ago. 

Then you would have looked for an 
assembly of coil springs, a wooden 
framework, and cotton or horsehair 
stufing. Instead, the Baermann chair 
consists basically of a molded shell 
made of tough, resin-treated cellulose 
fiber; arms and back, shaped from poly- 
urethane foam, that slip on the shell 
like gloves; a square, tubular steel base 
with wooden legs that screw into it; 
and a foam rubber seat cushion. 
¢ Revolution—Baermann has created a 
rather extreme example of what can be 
done with the new technology in a 
product with a style appeal that is more 
or less traditional. Last month, Karpen 
Div. of Schnadig Corp. announced a 
new line of chairs, also representing late 
developments in furniture technology, 
but using a different process to create a 
somewhat different product (BW —Jan. 
7’61,p69). 

Both are part of a gradual revolution 
in materials and methods that is affect- 
ing most furniture manufacturers, espe- 
cially those, like Prestige, that make 
moderately priced chairs and sofas in 
almost mass production quantities. 

Things are beginning to change even 
in plants where expensive, custom qual- 
ity furniture is manufactured. In the 
stock rooms of Heritage Furniture Inc., 
a North Carolina manufacturer of high 
quality furniture, piles of polyurethane 


DESIGNER Walter P. Baermann surveys 
his finished chair and its four easy-to-make 
parts—(from top) molded arms and back of 
polyurethane foam, which fit like glove over 
molded shell of cellulose fiber; foam rubber 
cushion; base with sccrewed-in legs. 
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foam slabs are grabbing floor space that 
used to be occupied by coils of wire 
springs. There are more bales of Dacron 
fiber than of horsehair down, and the 
big rolls of nylon fabric are just as 
richly textured and colorful as those 
containing wool and cotton. 

e Manmade Materials—So more and 
more, man is making the raw mate- 
rials as well as the furniture itself. 
This tendency began in the late 1940s 
and early 1950s with the general ac- 
ceptance of foam rubber for uphol- 
stered seat cushions. Soon after, flex- 
ible polyurethane foam was developed 

—and this had cushion poss: bilities, al- 
though it was too expensive at first. 

T hen, in 1956, General Tire & Rub- 
ber Co. demonstrated a polyurethane 
foam that had all the desirable cushion- 
ing properties, vet was even cheaper 
than foam rubber. Other companies fol- 
lowed suit, and in the last couple of 
years, polyurethane has become at least 
an equal force with rubber in the foam 
cushion market. 
¢ Switching Over—With foam to give 
chair and sofa cushions the needed com- 
fort and bounce, the traditional coil 
spring assemblies have already disap- 
peared from most low and moderate- 
priced lines. Furniture experts predict 
that they will be obsolete within a few 
vears in expensive lines as well. 

In other parts of the operation, Da- 
cron and cellulose acetate are replac- 
ing horsehair and cotton. Upholstering 
fabrics come now in rayons, nylons, and 
acrylic fibers, and may soon appear in 
Dacron and the newest synthetics, such 
as Fortrel and Kodel. Glass fiber and 
other rigid resinous materials can _re- 
place wooden frameworks. 

Both the consumer and the manu- 
facturer gain from the use of these new 
materials. In many cases, the materials 
are cheaper than their old counter- 
parts, bringing down production costs 
and retail prices of the finished prod- 
uct. Some can be handled by new tech- 
niques, such as molding, that cut way 
down on labor and speed up produc- 
tion. To top it off, they last longer and 
resist damage better. 
¢ Molding the Shell—Designer Baer- 
mann claims he aimed at rock bottom 
economics and a fast production cycle 
in the new line, called the Image line, 
that he designed for Prestige. He used 
inexpensive new materials, and produc- 
tion techniques that would require a 
minimal work force. 


The framework of the Image line 
chairs is a shell made of cellulose fiber. 
These shells are molded by Hawley 
Products Co. of St. Charles, Il]. Haw- 
ley, which makes luggage, auto parts, 
and rocket nose cones out of the same 
material, says it has one of the highest 
known strength-to-weight ratios. 

To make the shells, loose, individual 
fibers of mashed wood pulp are soaked, 
along with resin compounds, in a vat 
of water to form a slurry. At the bot- 
tom of the vat, there is a porous die, 
with a screen surface, shaped like the 
finished shell. A vacuum pump is 
turned on at the underside of the die. 
The water is sucked through the screen, 
but the resin-treated fibers can’t get 
through, so they build up into a con- 
toured form of the finished article. 

Finally, the shell form is heated to 

drive off the remaining moisture and 
cure the resin. 
e Assembling the Chair—The Bostrom 
Corp. of Milwaukee, Wis., molds the 
polyurethane arms and backrests for 
Prestige. To make a chair, Prestige 
simply slips these foam parts onto a 
shell and cements them in place. Then 
it bolts the steel base to the bottom of 
the shell, screws in the legs, and zips 
on the upholstery fabric. If Prestige 
wants to make a sofa, it cuts one of the 
chair forms in half, and fits in an insert 
of the same materials. Thus, additional 
molds and dies aren’t required. By us- 
ing different foam parts, chairs of dif- 
ferent styles can be assembled on the 
same shell. 

All Prestige needs, says Baermann, to 

turn out 1,000 chairs a day with a work 
force of only 35 men is an automobile- 
like assembly line and a sewing room. 
These chairs, which will begin hitting 
the market at the beginning of March, 
will sell for about $75 apiece; that com- 
pares with $135 to $150 for the same 
type of chair, manufactured with more 
conventional materials by older meth- 
ods. 
e Varied Techniques—This is one ex- 
example of the design flexibility that’s 
gained by molding foams and _ fibers, 
and of the wide variety of techniques 
recently developed by furniture manu- 
facturers in the low-to-moderate price 
field. Karpen Div. uses a different tech- 
nique to mold a one-piece polyurethane 
foam chair around a tubular steel frame- 
work. 

Another method, known as the Plast- 
moebler process, was developed in Nor- 
way, but is licensed by several U.S. 
companies, including No-Sag Spring 
Co. of Detroit, Futorian-Stratford Fur- 
niture Co. of Chicago, and J. L. Chase 
Chair Div. of Schnadig Corp. 

The basic ingredient for the Plast- 
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moebler process is an expanded bead of 
polystyrene crystal. When these beads cave 
are poured into a mold and heated, they § jine< 


expand and foam, creating a solid mass into 
that fills the mold and forms a shell. The 
The shell is attached to a frame, and J jure 
upholstered with foam rubber or poly- moti 
urethane and fabric. costs 
Kroehler Mfg. Co. in Naperville, Ill, | ther 
one of biggest producers of medium- prove 
price upholstered furniture, makes a to W: 
line of what it calls “foam-on-foam” meth 
chairs and sofas. These use a con- 
ventional hardwood frame, but the 
only springs are a row of small spirai Bu 
springs attached to the back rail of [ 
the frame. For support, there is a 4-in- J Set 
thick underseat of polyurethane foam: J 
on top of this, another 4-in.-thick un- | Bu 
holstered foam cushion. F state 
¢ Cooked to Order—A still different b Burr 
kind of operation turns out a line of § the jt 
ofice and _ institutional upholstere« porta 
chairs—to which chairs and a love seat 
for the home have just recently been 
added—for Thaden Molding Corp. in 
High Point, N. C. Thaden’s chairs 
based on a glass fiber shell, are pres- 
ently made in a basement shop by a 
handful of workers—but even so, 50 to 
100 chairs a day are readied for market. 
The production process at Thaden 
goes like this: Pieces of burlap cloth, 
sisal matting (sisal is a natural fiber, 
like hemp), and glass fiber cloth or 
roving are cut to shape and sprayed 
with polyester resin. These are laid in 
layers, one on top of the other—with 
an outside laver of burlap on each side 
—into a large bowl-shaped mold, from 
which the air is removed with a vac- progra 
uum pump. The whole bowl goes into the cc 


an oven, and the ingredients are cooke: bypass 
' 
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for 20 or 30 minutes. order, 
The chair shells that emerge from there’: 
the mold have bucket seats, form-fitting § ator h: 
backs, and curved lips around the edges. checks 
Dr. Bernard Gutterman, Thaden’s burly or aft 
vice-president, likes to demonstrate are w 
their strength by jumping up and down Bur 
on them with his 200-plus Ib. stresse 
e Tricky—Thaden has a tricky way of the ve 
upholstering the shells. The burlap § puter 
layer on the upper side of the seat has § engage 
a zipper in it—or rather, one of the § the ar 
two halves of a zipper. A chopped-up to get 
mixture of foam rubber and _ poly- compu 
urethane foam is dumped into the seat, creatin 
and thin slabs of die-cut polyurethane One 
foam are stapled in place for cushioning. § proces: 
But this is done in such a way as to indepe 
leave the zipper edge protruding. throug] 
The other half of the zipper is at- § While 
tached to the fabric or plastic uphol- J the B 
stery. Thus, when the zipper is zipped entirely 
together, the middle of the upholstery § ™wW dz 


fabric is attached to the seat; and its troughs 
months 


Ren 
$13,50( 
ing on 
price 
million 


edges are tucked into the bordering lip 
that has been molded into the edges of 
the shell. 

¢ From the Bottom Up—New technol- 
ogy in the furniture industry almost al 


BUSINESS WEEK e Feb. 18, 196: 
BUSINES 


d of 
eads 
they 
mass 
hell. 
and 
doly- 


Ill., 
jum- 
Sa 
am” 
con- 
the 
diral 
Oo! 
-In.- 


ways Springs up first in lower-priced 
lines, and only slowly filters upward 
into high quality and custom furniture. 
The manufacturers of expensive furni- 
ture don’t have the same compelling 
motive for reducing material and labor 
costs. ‘They are conservative because 
thev know that the traditional has been 
proven by experience. So they prefer 
to wait and see how new materials and 
scthods behave in long-term use. 


Burroughs Computer 
Sets Up Own Program 


Burroughs Corp. unveiled a big solid- 
state computer this week—the B5000. 
Burroughs claims the new model has 
the jump on competitors in several im- 
port - respects: 

The new Burroughs computer is 
the first designed specificall, for auto- 
matic programing. Using special com- 
pilers, it automatically translates fa- 
miliar algebra for scientific and engi- 
neering problems (ALGOL) and 
English-language statements for busi- 
ness data-processing (COBOL) into 
machine language. This avoids the 
drudgerv of conventional programing. 

The B5000 is modular; it can 
be expanded or reduced in size without 
reprograming the whole system. The 
computer immediately recognizes when 
system parts have been added or taken 
away and adjusts to its new capacity. 

¢ The system has a master control 
program that schedules and keeps tab on 
the computer’s workload, automatically 
bypasses certain units if they're out of 
order, and lets the operator know when 
there’s a malfunction or when the oper- 
ator has made a mistake. The computer 
checks itself periodicallvy—either during 
or after processing—to be sure all parts 
are working correctly. 

Burroughs Pres. Ray R. Eppert 
stresses the self-regulating ability and 
the versatility of the B5000. ““The com- 
puter industry,” Eppert says, “has been 
engaged in a horsepower race just like 
the auto industry. What we want is 
to get back to the basic objective of a 
computer: to solve problems without 
creating even bigger ones.” 

One way it does this is by multi- 
processing. Two or more completely 
independent programs can be run 
through the computer simultaneously. 
While printing the results of one job, 
the B5000 can hum along on other 
entirely different problems and take in 
raw data on still another job. Bur- 
roughs will begin deliveries in 18 
months. 

Rental on the B5000 will run from 
$13,500 to $50,000 a month, depend- 
ing on the system’s size. The selling 
price ranges from $540,000 to $2- 
million. END 
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once | had cash 
but no trucks 


...so | bought trucks, 


but {hen 
| had ro cash 


then Hertz showed me how to get both! 


Modern management i. 1s found a new way to get trucks without capital investment —they lease from 


Hertz! “I got cash for jay old trucks” says one Hertz customer, “And I was given my choice of new 
GMC, Chevrolet, or oe famous make trucks. Now instead of a lot of separate bills, I pay just FOR WAY 


one fixed amount per Week —and that includes everything except the driver!’”’ Talk to your nearest 
Hertz sales engineer. He will tell you how flexible Hertz Truck Lease Service is—trucks are 
custom-engineered, for example, to suit your business needs. Or, your own trucks can be re- 
conditioned and leased »ack to you. He’ll also explain how Hertz services trucks. Included 

are complete maintenance, gasoline, licensing, insurance, painting and lettering of trucks, 
garaging, emergency road service, extra trucks for peak periods, and more. Call your 

local Hertz Truck Lease office. Or, write for booklet —“‘How to Get Out Of The Truck 

Business” —to HERTZ = ucK LEASE, 660 Madison Ave., New York 21,N.Y., Dept. A-218, 


no investment. &. no upkeep 
* 


HERTZ ALSO RENTS TRUCKS BY THE HOUR, DAY OR WEEK. 
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Alaska Gas Deal Bogs Down 


When Houston’s Robert B. Baldwin 
became convinced during a trip to 
Alaska two years ago that piped natural 
gas was the inevitable fuel of Alas- 
kan cities, he moved fast with a plan 
to get first crack at the markets he saw. 

Anchorage was the obvious place as a 
starter. Besides being Alaska’s largest 
city, it was only 80 mi. or so from 
gas sources being developed on the 
Kenai Peninsula (map). 

Baldwin’s plan was two-pronged. He 
would sell gas as a utility to Anchorage, 
and build a pipeline to it from the 
Kenai. The pipeline would put him in 
a fine tactical position to feed gas to 
the rest of Alaska if a statewide pipeline 
system ever was developed. 
¢ Fast Start—In the next year and a 
half Baldwin fought for and got a fran- 
chise from the Anchorage City Council, 
which made his Anchorage Natural Gas 
Corp. the sole distributor of gas in 
Anchorage. He organized the Alaska 
Pipeline Co. as parent of Anchorage 
Natural Gas to build the line from the 
Kenai to Anchorage. He built a grid 
within Anchorage. 

Then when Union Oil Co. of Cali- 
fornia and Ohio Oil Co. brought in the 
first well on the Kenai, Baldwin signed 
a contract that gave the two producers 
exclusive rights to supply all the gas 
that would go through his line. They, 
in turn, provided 50% of Alaska Pipe- 
line’s $2.6-million capitalization by pur- 
chasing nonvoting stock. Finally, Bald- 
win got commitments from three insur- 
ance companies to lend Alaska Pipeline 
$16.8-million. 





OBSTACL 
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E to completion of pipeline is Turnagain Arm, a treacherous inlet when its 34-ft. tide rises above its mucky floor. 


With all this behind him by last suin- 3 2 
mer, Baldwin was a businessmen elated Alaska Pipeline’s 


over a deal going exactly right. He 


was scheduled to deliver gas to more Route From the 
than 1,000 Anchorage customers in Kenai to Anchorage 
einen > gm a 


November, 1960, and as far as he could 
tell he would do it. His pipeline had ad-_ ! 
vanced most of the 65 mi. up the GRID A 
Kenai (map), and was ready CTOSS (100% complete) P> FT] 
Turnagain Arm, an inlet separating the : 

Peninsula and Anchorage. At the well- 

head, gas was ready to flow out of the z 
ground at a pressure of 1,300 psi— | 7 CONSTRUCTION sta % 
enough to take it all the way to Anchor-  “” 

age without a single compressor station Tumanet 

en route. 

¢ Profit Outlook—The outlook for f 

profits was good, too. Though he aw 
was committed to deliver natural gas 

to Anchorage residents at prices aver- Cook Inlet 

aging 25% less than they were used f 

to paying for coal, bottled gas, fuel oil, i BEING CONSTRUCTED > 
and electricity, Baldwin would still be (60% complete) 
charging higher prices than gas fetches j 
most anywhere else in the U.S. Baldwin f Moose River 
estimated conservatively an annual re- i 

turn on his investment of 74% for 20 
years. Actually, he figured on doing A 

much better than that, since his pipe- (:. Se Sees 
line would one day be a key link of 

distribution to other cities. ( : 
¢ Construction Failure—By the middle ~ 
of October, Baldwin’s elation had <5 
changed to apprehension. His time- Kenai Jct. 
table, which had been working so well, X 
was completely upset by the failure y 
of his pipeline contractor, Houston’s } 
Sharman, Allen, Gay & Taylor, to lay a \ 
dual line across the 84 mi. of Tum- 

again Arm (picture, below). The inlet, 
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Discerning visitors, to Washing- 
ton, D. C., will a¥spreciate the 
convenience and cémfort tradi- 
tionally found in the very best 
hotels everywhere. 





Tastefully decoratgd, this 200- 
room new hotel a as a host of 
features to reduce the tensions of 
travel. Most of ail, Executive 
House is alert to its responsibility 
to be a gracious host. 


Convenient features: Drive-in 
parking e Direct dial phones « 
Finger-tip air-conditioning « 
Gourmet dining in the Protocol 
and Cherry Tree rooms « TV, 
radio and refrigerator-barette, 





plus courtesy coffee-maker, in 
every room. And a management 
that cares. 


See for yourself, next time you come 
to Washington. Reservations direct: 
ADams 2-7000, TWX, -WA 71. Or in 
New York, JU 2- -378); Chicago, FI 
6-2979; Boston, LI 4-2036; Miami, 
FR 9-8331; Dallas, {fA 7-6211. Or 
consult your travel ayent. 

Free Bipchure on Request 
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which is constantly roiled by strong 
northwest winds, has mean tides of 34 
ft. In October, the contractor’s superin- 
tendent, after trying to make the cross- 
ing since August, announced to An- 
chorage newspapers: “It can’t be done,” 
then gave up. Now, the Turnagain is 
filled with ice, and the crossing is 
stymied until spring. 
¢ Big Headache—The delay has left 
Baldwin with these problems and losses: 

¢ Lost for good are this winter's 
sales of gas to at least 1,000 customers. 

e Since Baldwin’s Anchorage fran- 
chise states he must deliver gas by Dec. 
31, 1961, his pipeline must cross ‘Turn- 
again Arm next summer. Thus, he 
must decide whether to get Sharman, 
Allen, Gay & Taylor to ‘try again, OT 
talk to the two or three other contrac- 
tors in the world who conceivably could 
do the job. 

¢ Baldwin’s final major problem is 
one that would have come along 
whether or not his pipeline got across 
the Turnagain Arm last year. Since 
he made his exclusive deal with Union 
Oil and Ohio Oil, another major gas 
discovery has been made by Michel T. 
Halbouty, a Houston operator. Hal- 
bouty naturally wants to move his gas 
off the Kenai, but under the present 
supply contract, Baldwin can’t buy from 
him. For his part, Halbouty already has 
said: “I’m not going to sit idly by 
and watch Union and Ohio be the only 
suppliers of gas while I sweat out what 
I’m going to do with mine.” 

This problem will become even more 
pressing for Baldwin since other oper- 
ators on the Kenai—including some of 
the biggest U.S. oil companies—are ex- 
pected to find gas eventually, too. They 
also can be expected not to sit by and 
do nothing. One solution already be- 
ing proposed is to get the Alaskan legis- 
lature to make Alaska Pipeline a com- 
mon carrier, thus forcing Baldwin to 
take gas from other suppliers. Though 
nobody is saying much about it, another 
solution would be for Union Oil and 
Ohio Oil to buy the gas of other pro- 
ducers and send it through the line. 

At the moment, all Baldwin, himself, 
can do is reflect on the advisability of 
his original confining tie-up with the 
two oil companies. 
¢ Exploratory Trip—The path that led 
Baldwin to his present dilemma started 
in the summer of 1958 when he went 
to Anchorage to size up some invest- 
ment possibilities. 

“I was just looking,” says Baldwin, 
but he discovered that Ohio Oil, Union 
Oil, and other companies were finding 
oil and “gas shows.”” At the same time, 
heating and cooking fuel prices in 
Alaska were far higher than prices in 
other states. 

Satisfied that a substantial market 
existed for less expensive fuel and that 
ample supplies were only a matter of 








time, Baldwin hurried back to Houston, 
where he and a group of close friends 
put up an initial $50,000 “to explore 
the possibilities.” 

¢ Franchise Fight—In March, 1959, he 
returned to Anchorage, sought out the 
City Council and asked for 20 years 
of exclusive rights. The offer he made 
was impressive. He proposed to build 
a grid distribution system at no cost 
to Anchorage, then provide fuel more 
cheaply and more conveniently. 

Though the council approved of 
Baldwin’s proposal, it decided to throw 
the issue to a referendum, setting a 
date for voting in October. 

The principal competition came from 
Henry Zenzie, who had been with Ira 
Haupt & Co., a New York brokerage 
house that underwrote an $8-million 
bond issue for the Port of Anchorage. 
Zenzie organized the Consumers’ Gas 
Corp., capitalizing at $2,000. He filed 
an application for a franchise, then 
joined some local citizens’ opposition 
against the Baldwin application. All 
through the summer of 1959, some 
independent Anchorage civic leaders, 
and to a lesser extent Zenzie, ham- 
mered away at Baldwin with a platform 
that said in effect: “Don’t give it away 
to the rich Texans.”” Through an inten- 
sive newspaper ad campaign Baldwin 
countered with promises of better, 
cheaper fuel, using the slogan, “Save 
25% of your fuel bill next winter.” 

Baldwin also enlisted local support 
by getting some prominent Anchorage 
people to invest in the venture. He also 
offered to pick up part of the refer- 
endum costs, which he later did. 

At this point—in the summer and 
fall of 1959—neither Baldwin nor Zen- 
zie knew whether or when they could 
supply natural gas. The franchise each 
was seeking, in fact, would have per- 
mitted them to supply natural or manu- 
factured gas. Baldwin’s company, 
Anchorage Natural Gas, planned to 
distribute imported propane if it had to. 
Zenzie was considering producing gas 
from a coking operation utilizing local 
coal. 

As it turned out Baldwin’s hedge 
to use propane wasn’t needed. In 
September, just a month before the 
referendum, Ohio Oil Co. and Union 
Oil of California, jointly brought in 
the first well. The gas was nearly 100% 
methane, and needed no processing. It 
was also a big enough find to supply all 
that Anchorage would need in the fore- 
seeable future. 
¢ Supply Contract—Baldwin immedi- 
ately negotiated a contract with Ohio 
Oil and Union Oil. The price was 324¢ 
per mcf. for five years, with escalation 
clauses upping the price every five years 
after. This was an attractive initial 
price for the two suppliers. Elsewhere 
in the U.S., deals like this one usually 
were made at prices about 10¢ less pet 
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Engineered by Tinnerman..«.« 


One-piece SPEED CLIP? on O-Cedar Sponge Mop 


replaces 3 parts, eliminates riveting 


O-Cedar put the squeeze on high assembly costs 
when they redesigned their famous squeeze 
mop. The first money-saving step was to call in 
Tinnerman fastening experts. 


The result was a one-piece spring steel SPEED 
Cur which replaced three separate parts and 
eliminated a riveting operation. This new fastener 
locks itself in place on the squeeze plate, and holds 
it up and out of the way when snapped over an 
anchor tab provided on the mop base. Live spring 


action assures positive retention for full mop life. 


Assembly is faster, better and substantially 
reduced in cost! 

Savings and improvements like these can be 
made in your product with Sprep Nut Brand 
Fasteners. If you’d like to have a Tinnerman 
FASTENING ANALYSIS made to help you find such 


savings possibilities, call in your Speep Nut rep- 
resentative. The service is free... you'll find him 
listed in the Yellow Pages and in SwEEt’s PD File 
under “FASTENERS.” Or write direct. 


TINN ERMAN PRODUCTS, INC. 
Dept.12 -« P.O. Box 6688 «+ Cleveland 1, Ohio 


TINNERMAN 


Speed (luia® 


FASTEST THING IN FASTENINGS® 


CANADA: Bominion Fasteners Ltd, Hamilton, Ontario. GREAT BRITAIN: Simmonds Aerocessories Ltd., Treforest, Wales. FRANCE: Simmonds S.A, 3 rue Salomon de Rothschild, Suresnes (Seine). GERMANY: Mecano-Buady Gmbl, Heidelberg. 
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SMART WAY TO SAVE TIME! You'd expect this smartly- 
styled instrument to be as efficient as it looks — and it is! 
For when it comes to saving time, Webster 1P 8 intercom 
does it with push-button simplicity. It gives you instant 
telephone contact between your key people or departments 
~— extends its versatility with 2-way loud-speakers and con- 

‘¥erence circuit. What’s more, the same unit can be used on 

four desk or hung on the wall. Voice transmission is 
Crystal-clear, installation is so easy you could do it yourself 

Webster 1P 8 intercom nd a 5-station system costs less than $250.00. Write for 

is sold and serviced by ‘jescriptive literature. 

the Webster Electric s,Q MMUNICATIONS DIVISION 


dealers who distribute :" 
Teletalk and Telecom WEBSTER ELECTRIC 
: RACINE -wis se 


intercom systems. 
See the Yellow Pages. 


Po : 
MANUFACTURE IN 
METROPOLITAN 


















a) > 





16-SECTION 
DESCRIPTIVE 










This booklet will be mailed to you—in strictest 
confidence—if you write ou your letterhead to 
the address listed below. Write: Richard J. Welsh, 
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mcf. In addition, Union Oil and Ohio 
Oil would have an immediate and con- 
venient market. 

Baldwin’s confidence in signing a 
contract was well taken. When the 
votes were counted in the October ref- 
erendum a month later, he won easily 
by a 2-to-1 margin. 
¢ Financing—His next move was to get 
a pipeline built, so Baldwin went to 
three New York insurance companies 
fer financing. It was relatively easy ne- 
gotiating. He had behind him capital- 
ization backed by Un:on Oil and Ohio 
Oil, a franchise from Anchorage, proved 
gas reserves, and a ready market. Three 
companies offered commitments. total- 
ing $16.8-million. Metropolitan Life 
Insurance Co. and Equitable Life As- 
surance Society of the U.S. committed 
themselves to $7-million each, New 
York Life Insurance Co. agreed to 
put up $2.8-million. 

With the financing set, Baldwin now 
needed an expert pipeline builder. No 
ordinary one would do. ‘There were 
644 mi. of pipe to be laid over rugged 
muskeg country between the wellhead 
near Kenai Junction and the water at 
Turagain Arm. Then there was the 
§4-mi. crossing at Turnagain Arm. An- 
ticipating an expanding market, Bald- 
win wanted two 123-in. pipes laid under 
this treacherous stretch of water. After 
the underwater crossing, there would be 
9 mi. more to Anchorage itself, then 
construction of the grid distribution svs- 
tem. Baldwin estimated it would cost 
$12.75-million to build all this. 

Despite the obviou, hazards of ‘Turn- 
again, three “‘pros’’ put in their bids. 
Sharman, Allen, Gay & Tavlor, which 
is a subsidiary of J. Ray McDermott & 


Co., got the job as low. bidder. Los- 
ing out in the bidding were S. V. 
“Sammy” Collins, head of Collins Con- 


struction Co. in Port Lavaca, Tex., and 
Brown & Root, Inc., of Houston. 
¢ Uncompleted Job—Construction be- 
gan early last spring, but when the con- 
tractor’s superintendent admitted failure 
in October, the line from the wellhead 
to the water was only 60% completed; 
none of the line across the Turnagain 
had been laid, nor had any of the 9 mi. 
to Anchorage been completed. The grid 
system was the only section finished. 

This is exactly how the construction 
stands today. Baldwin has no chance at 
all now to begin again until spring. 

Meanwhile, the Sharman, Allen, Gay 
& Taylor contract expired Oct. 31, and 
although Baldwin says “the same con- 
tractor still has the job,” no new con- 
tract has been signed. Baldwin avoids 
discussing whether the contractor will 
be asked for penalties for not perform- 
ing, instead prefers to say that no losses 
have been determined yet. 

What Baldwin will do is undecided. 
What he says is: “We will be delivering 
gas to Anchorage next winter.” END 


BUSINESS WEEK e Feb. 18, 1961 














Bm 


ace eee 













Ohio 


con- 


ig a 

the 
r ref- 
-asily 


0 get 
it to 
nies 
y ne- 
pital- 
Jhio 


oved | 


‘hree 
‘otal- 
Life 
As 
itted 
New 
1 to 


now 

No 
were 
gged 
head 
er at 
the 
An- 
Bald- 
nder 
After 
id be 
then 
1 SVS- 
cost 


urn- 
bids. 
‘hich 
tt & 
Los- 
Wa 
Con- 
and 


1 be- 
con- 
ilure 
head 
eted; 
gain 
) mi. 
grid 
od. 
ction 
ce at 
. 
Gay 
and 
con- 
con- 
voids 
will 
orm- 
OSses 


ded. 
ring 
D 


1961 


i 
f 















INTERNATIONAL OUTLOOK 





BUSINESS WEEK 
FEB. 18, 1961 


A BUSINESS WEEK 


SERVICE 


The violent Soviet reaction to Patrice Lumumba’s death is forcing the 
Kennedy Administration to reassess its chances of improving East-West 
relations. 


Kennedy had hoped to be ready w:thin four or five months to start 
negotiating with Moscow on a broad fron! (BW—Feb.11’61,p73). The State 
Dept. had even advised Nikita Khrushchev not to heat up any of the world’s 
trouble spots while Kennedy was getting his ducks in a row. 


Now it looks as if U. S.-Soviet relations soon will be back to where they 
were during the last months of the Eisenhower Administration. Khrushchev 
seems to be using Lumumba’s death in much the same way that he used the 
U-2 incident. 


Soviet accusations, threats, and demands go pretty far. 


Moscow has officially accused U. N. Secy. General Dag Hammarskjold of 
being “an accomplice and organizer of the murder” of Lumumba. On these 
grounds, the Soviets demand his remova! from office and also the withdrawal 
of all U.N. forces from the Congo. Note, too, that Moscow has promised all- 
out support to the pro-Communist regime in Oriental Province (once Lumum- 
ba’s stronghold). 


Moscow also has its guns trained on Belgium for the support it has 
given the anti-Lumumba forces in Leopoldville and Katanga Province. The 
Belgians, too, are supposed to get out of the Congo in a hurry. At midweek, 
Belgian embassies were being stoned or sacked in almost every Communist 
nation. In Cairo, the Belgian embassy was actually burned. 


Add it up, and you get this picture of Soviet intentions: 


¢ Khrushchev has decided to get Hammarskjold’s head this time. Obvi- 
ously the Soviet Premier wants to turn the U.N. into a pure propaganda 
platform. 


* Moscow will try to keep the Congo divided and in turmoil, though things 
won’t be pushed to the point of outright Soviet military intervention. 


Soviet influence will be used to prevent peaceful solutions wherever 
there is trouble in Africa, even in the case of the Algerian struggle. 


The U.S. is throwing its full weight behind Hammarskjold and the U.N. 
You can tell that from the way Ambassador Adlai Stevenson spoke at the 
U.N. on Wednesday, and from the firm language Pres. Kennedy used in his 
press conference. 


At the same time, Washington will continue its efforts to win African 
and Asian support for a compromise political solution in the Congo. One 
idea is to get the armed factions out of politics by creating a federation of 
rival tribal and regional groups. Meanwhile, Kennedy says that Pres. Kasa- 
vubu’s government—denounced by Moscow—is the only one with the right 
to speak for the Congo. 


Both at the U. N. and in the Congo, the Soviets may be overplaying their 
hand. Moscow’s fantastic charges against Hammarskjold haven’t gone down 
well with most African and Asian nations. Knowing this, the Secretary 
General has flatly refused to resign and has put his fate up to these nations. 


Then, in the Congo itself, there is no national identification with 
Lumumba. Nor is there any solid base im Oriental Province for a strong 
pro-Soviet state. 
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INTERNATIONAL OUTLOOK (continued 


BUSINESS WEEK Moscow’s new offensive against the West already has shifted Kennedy’s 

' thinking on whether or not to seek an informal meeting with Khrushchev 
FEB. 18, 1961 | during the spring session of the U.N. General Assembly. The President had 
just about decided that this would be a good idea. Now he will hold off until 
he sees just how far Khrushchev intends to push things in the Congo and 
at the U.N. 


At midweek, though, Washington still was planning to resume the 
Geneva negotiations for a ban on military nuclear tests. The Administration 
feels a test-ban agreement is possible and desirable even if East-West 
political tensions remain high. However, it’s a safe bet that Washington is 
now less optimistic than it was about the chances for broad arms control 
negotiations. 
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The next few months will be critical ones for Fidel Castro’s government 
in Cuba. Two forces are facing toward a head-on collision: 
¢ On one side is the opposition aroused by the Cuban government’s purges 
and by the island’s economic distress. Some of this resistance is passive, 
but some of it is armed and violent. 
' ¢ On the other side is the Castro regime, with a weakening popular follow- Ne 
ing but a government machine capable of consolidating its power and 
* establishing a police state. 
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The question is whether Castro can lock a firm grip on Cuba before the y( 
_ opposition throws him out. Working in his favor are the Communists, who 
are backing him fully with economic and military help. Against Castro are | 5Q 
‘political and economic pressures from within Cuba and from the rest of the I | 
Western Hemisphere. 

Whatever happens, Castro will be an asset to the Communists for a I ( 
long time to come. 

So long as he remains in power, Castro gives the Communists an open fe 
channel into the rest of Latin America through that loosely constructed 
movement called Fidelism (page 61). 

If Castro departs, whether by an assassin’s bullet or political overthrow, Tea 
the Communists will make him a martyr, as they have Patrice Lumumba. — 
They will use his image to further the spread of Communist-controlled vot 
Fidelism. go 3 

, —o— abot 
% requ 
“: The International Cooperation Administration (ICA) has informed You 
: recipients of its economic aid that the U.S. no longer will pay transportation abot 
. . selve 
- Costs unless aid goods are moved in U. S.-owned vessels. | repk: 
: The new policy, however, won’t increase the use of U.S. ships for some mufl 
» months. There’s a backlog of shipments already scheduled for foreign ves- i - 
¥ sels, to which the new policy doesn’t apply. shad 
on 2 

This shift in ICA policy is meant to reduce the U.S. balance-of-payments ‘asin 

' deficit by cutting down on dollars going to foreign shipping companies. Also Pe 
behind the order is pressure from the U.S. shipping industry, which has oneal 
been suffering from the competition of lower-cost foreign shipping. tage: 

The new transport requirement will raise ICA costs. Some aid-receiving bi 

| nations are grumbling, fearing that this will reduce the amount of aid they itseli 


{ will get in goods. Maritime nations are also unhappy over the prospective 


{ loss of business:>~ 
Contents copyrighted under the general copyright on the Feb. 18, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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_. You 
MENG 

care 

of the 
business... 


Now you can prefigure 
your fleet savings... over 
84 a year per car with 
Ford’s self-maintenance 
features alone! 


Tear up your old maintenance cost ledger and throw it 
away. The ’61 Ford’s new ‘“‘takes-care-of-itself” fea- 
tures are specifically designed to eliminate many of 
your routine maintenance costs automatically. You’ll 
go 30,000 miles between chassis lubrications which cost 
about $4, and take about 20 minutes, where other cars 
require 15 to 30 lubes in 30,000 miles at costs up to $45. 
You’ll also go 4,000 miles between oil changes. Forget 
about brake adjustments. Ford brakes adjust them- 
selves automatically for the life of the lining. Muffler 
replacements? Divide this expense by three. Ford 
mufflers are double-wrapped and aluminized to last 
three times as long as ordinary mufflers. Forget waxing, 
too. Ford’s Diamond Lustre Finish never needs it. The 
chart at the right shows many ways Ford saves, based 
on 24,000 miles a year per unit as a fleet average. Your 
savings may be even more. 


The ’61 Ford’s outstanding economy is matched by 
plenty of traveling comfort, convenience, roadability 
and handling ease. Compare all the ’61 Ford advan- 
tages against your present fleet. Add up your savings. 
Then let your Ford Dealer help you outfit your fleet 
with the car that’s beautifully built to take care of 
itself .. . your budget . . . and you. 

FORD DIVISION, Tord NMelor Compan Y, 


the 61 Ford is built to take care of itself! 














OTHER FLEET CARS — 1961 FORD 

















CHASSIS LUBR'CATION 30,000-MILE CHASSIS 

($1.50 every 100° miles) 99000 |) LUBRICATION (Under nor- —— 
mal driving conditions) 

OIL CHANGES OIL CHANGES 

(5 qt. @ 50¢ every 2000 miles) 30.00 (5 qt. @ 50¢ every 4000 miles) $15.00 











NEW SELF-ADJUSTING 
BRAKES (Mechanically 
adjust automatically for the 
life of the lining) 


BRAKE ADJUSTMENTS 


($2.00 per adjustment—ap- 8.00 
proximately every 6000 miles) . 








DOUBLE-WRAPPED 
ALUMINIZED MUFFLER 
(Lasts up to 3 times as long 
as ordinary mufflers) 


MUFFLER REP/LACEMENT 


(Including installation charge 15.00 
—once per year) 





10.95 
$99.95 
FORD SAVES YOU $84.95 


The figures represent estimates of average national cost of owning and 
operating a 1950-60 full-sized American car for a year and driving it an 
average annual distance of 24,000 miles as compared with the ’61 Ford. 


Beautifully built for 9 
economy and lasting value... 


WAXING 
(Once per year @ approxi- 
mately $10.95) 





FORD DIAMOND 
LUSTRE FINISH 


(Never needs waxing) 


TOTAL 














$15.00 


TOTAL 
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GET THE FULL STORY ON FORD FLEET SAVINGS | 
| Fleet Sales Manager, Ford Division, P. O. Box 1957, I 
Detroit 31, Michigan 
| OD Send me more information on how ‘61 Fords save in fleet operations | 
| OD Have a Ford Ficet Representative call me for an appointment | 
Name Title 
| Company | 
Address | 
| City Zone State 
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' VERSAILLES, Ki “NTUCKY * BUENOS AIRES, ARGENTINA * ELIZABETH SOUTH, 
>. BOWNEVILLE & NICE, FRANCE * ALMELO, HOLLAND * AVERSA, ITALY * MEXICO CITY, MEXICO 


OFFICES IN 80 PRINCIPAL CITIES OF THE WORLD 


















TAILOR-MAD, MATERIALS for new products 
throughout indullry are now in mass production at 
Texas Instrumen:*, after years of concentrated research 
deep into the stricture of matter. 


No longer restrici#d to working with available natural 
materials — instezil, improving on nature at the struc- 
ture-of-matter ley<l — TI scientists already have discov- 
ered new product: which have speeded the development of 
electronic and nu; ear systems, instruments and compon- 
ents. This fundarnental molecular approach also is bene- 
fiting invention «::d development in diverse other fields. 


The ability to ccéritrol production from a basic state to 
an infinite numb::' of finished forms has supplied mate- 
rials so pure tha*:contaminants are reduced to the bil- 
lionths, straining’. the sensitivity of the most advanced 
measuring instru::ents. Controlled materials production 
is of such volur:: at TI that several special facilities 
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TEXAS 
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HEADQUARTERS: P. O. BOX 5474, DALLAS 22. TEXAS PLANTS: ATTLEBORO, MASS. * DALLAS & HOUSTON, TEXAS 


MIND OVER MATTER...AMONG THE MOLECULES! 


INSTRUMENTS 


INCORPORATED 











He 








TI activity at structure-of-matter level has led to such precision 
materials production facilities as: silicon reactors in Texas (main 
illustration) which create purest substance known to man (impuri- 
ties measured in parts per billion) for use in transistors, diodes, 
resistors, semiconductor networks, optics, and solar cells; arc 
furnaces in Massachusetts (inset) which melt and cast in a vac- 
uum the radioactive materials used in TI nuclear fuel elements. 


(of which the operations above are small segments) are 
devoted to both batch and continuous processes. 


Among the hundreds of materials being created, refined, 
purified, combined, manipulated, or supplied by TI are 
silicon, germanium, tantalum, and gallium arsenide for 
electronic components; indium antimonide for infrared 
detection cells; bismuth telluride for thermoelectric appli- 
cations; thermostatic metals for aviation, automotive and 
home applications; rare and precious metals — such as 
yttrium, hafnium, platinum, and gold — for products in 
electronics, chemistry and medicine; uranium, thorium 
and zirconium for nuclear reactors. 


This complete materials orientation already has bene- 
fited all TI customers. As the program further improves 
materials and reveals new characteristics and applica- 
tions, it will benefit you as either manufacturer or con- 
sumer in an increasingly wide range of better products. 


AUSTRALIA *« BEDFORD, ENGLAND 
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In Washington 


Oettershagen, a Republican, Gets 
Top Seaway Post in Patronage Mixup 


Pres. Kennedy has appointed at least one more Repub- 
lican to his Administration than he intended—Martin W. 


Oettershagen as administrator of the St. Lawrence Sea- 


way. 

The appointment resulted from misinterpretation of a 
casual mention by Chicago’s Mayor Richard Daley that 
the 69-year-old Oéettershagen, acting administrator of 
the Seaway, would like to retire in December as adminis- 
trator. 

Kennedy took Daley’s remark as a firm request and 
considered himself committed to fulfill it. Oettershagen 
had been a Democrat when he was a Chicago port official, 
but has been a Republican for five years. 

Meanwhile, Kennedy’s patronage people had com- 
mitted themselves to selecting a faithful Democratic 
Party worker and fund raiser for the top Seaway job— 
Joseph H. McCann of Michigan. McCann had the 
backing of the entire Michigan Congressional delegation, 
and negotiations had proceeded to the point where 
Gov. John B. Swainson had informed him that Kennedy 
would announce the appointment shortly. 

The 45-year-old McCann decided to ease the Presi- 
dent’s embarrassment by agreeing to accept nomination 
as deputy administrator, with the “personal assurances” 
of Kennedy that he will get the top job in December on 
Oettershagen’s retirement. 

The White House says that Oettershagen was ap- 
pointed purposely to give McCann, a stranger to Seaway 
operations, time to break into the job. 


Government Contracts to Jobless Areas 
Put at $444-Million in Third Quarter 1960 


Federal government procurement awards to areas of 
labor surplus during the July-September quarter of 1960 
totaled $444-million in contracts for supplies, services, 
aud construction, the Commerce Dept. has announced. 

The announcement marks the first time that total 
government figures on procurement activity in surplus 
labor areas have been compiled. Heretofore, only De- 
fense Dept. figures have been released. 

Begun under the Eisenhower Administration, the task 
of compiling figures for the third quarter of last year 
took 139 days. The Commerce Dept. hopes that its 
future quarter}y reports will be issued 50 to 60 days after 
the end of the period. 

The funds went to some 146 areas of labor surplus, 
with more than a third—$156-million—to 79 areas of 
persistent or chronic unemployment. The largest sum 
for any area was $58-million to Buffalo, N. Y., classified 
as a “nonpersistent” unemployment area. Next largest 
was $52-million to Lawrence-Haverhill, Mass., an area 
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of persistent labor surplus. Others were $45-million to 
Pittsburgh, $37-million to Baton Rouge, La., $36-mil- 
lion to Patterson-Clifton-Passaic, N. J., and $30-million 
to Detroit. 

Largest share .of the federal awards to labor surplus 
areas was accounted for by $407-million from the De- 
fense Dept. Federal civilian agencies awarded $37-mil- 
lion for supplies and construction. 


Confirmation of Minow as FCC Chairman 


Augurs Competitive TV, Use of UHF Bands 


Senate confirmation of Newton Minow as chairman 
of the Federal Communications Commission portends 
broad use of UHF as well as VHF channels, and efforts 
to create competitive telecasting in the nation’s major 
market areas. 

When asked if he was familiar with the problem of 
UHF and VHF allocation of the spectrum, Minow 
replied: “I am, and this is one of the very high priority 
items that has got to be moved ahead to a decision, 
because if we are going to have a truly nationwide 
competitive system, we are going to have to somehow 
find a way to use all the channels that are available.” 
The FCC has been wrestling with this problem for 
several years, without reaching any conclusion. 

Minow, a youthful 35, and former law partner of 
Adlai Stevenson, so favorably impressed senators at his 
nomination hearing that he won pledges of support from 
Republicans, including Sen. Everett M. Dirksen of 
Illinois, GOP Senate leader. 


ICC Announces Reorganization Move 


To Speed Up Its Operations 


The Interstate Commerce Commission has taken a 
third major step in less than a month to speed its 
handling of thousands of ratemaking and regulatory 
cases involving railroads, truckers, and barge lines. It 
has approved, effective Mar. 1, a reorganization that 
will expand the powers of its chairman and create a new 
office of vice-chairman. 

Under the plan, the chairman will become the full- 
fledged executive and administrative chief of ICC, and 
the present system under which administrative chores 
are divided among the 11 commissioners will be aban- 
doned. The idea is to give the commission centralized 
direction aud free commissioners other than the chair- 
man of burdens that hinder them in expediting impor- 
tant decisions. 

Earlier, the ICC sharply limited the number of appeals 
that the full commission will accept from lower-level 
divisions and hearing examiners. It also set up six 
special employees boards to dispose of certain uncon- 
tested applications and proceedings. The reorganization 
is the ICC’s answer to complaints from both Congres- 
sional committees and the Kennedy Administration that 
regulatory agencies are plagued by time-consuming delays 
and ineffective leadership. 
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Another Crisis for Metro 


Resignation—under fire—of the chief officer of Dade 
County raises new questions about the workings of its metro- 


politan government. 


The metropolitan government of 
Dade County (Miami), Fla.—the only 
one adopted in the U.S. in modern 
times—suffered its greatest crisis this 
week when its chief executive officer 
quit under fire. 

County Manager O. W. Campbell 
himself agrees that his resignation does 
not foreshadow doom for Miami’s 
Metro, but metropolitan government ex- 
perts clsewhere—aware of Metro’s 
agonies as well as of the obstacles to 
metropolitan government in other areas 
—believe that his departure will cause 


many communities to consider their 
metropolitan difficulties in a new 
light. 


Although Campbell’s resignation had 
been expected off and on, it was sudden 
when it came. He quit two minutes 
after being told by Chmn. Robert M. 
Haverfield of the Board of County 
Commissioners to quit or be fired. The 
decision to force this issue came at a 
breakfast in a Miami hotel just an hour 
before the weekly commission meeting. 
Twelve of the 13 commissioners were 
present; they voted 10-to-2 against 
Campbell. 
¢ Under Fire—Campbell had taken the 
$35,000 job on Sept. 1, 1957, shortly 
after Metro was created, and has had to 
fight demands for his scalp almost from 
the beginning. The demands were 
aimed both at Campbell himself and, 
beyond him, at Metro. Critics ac- 
cused Campbell of failing to provide 
leadership. Friends, while conceding 
that Campbell regarded himself more 
as an administrator than as an inno- 
vator and leader, say his opponents 
were mad because Campbell would not 

“play ball” with them. But, all the 
while, voters backed Metro by rejecting 
proposals to weaken it. 

While the bickering went on, other 
communities studied Metro closely. Of 
the nation’s population growth during 
the 1950s, about 80% occurred in 
metropolitan areas, and 80% of that 
took place outside the central cities— 
causing new governments to be incor- 
porated and straining the capacities of 
old ones until there were far too many 
governments, providing services un- 
evenly and taxing inequitably. Dade 
County, for instance, grew 85.4%—to 
917,861—and almost all of this growth 
was in the 25 cities and unincorporated 
land outside Miami. 
¢ An Experiment—To end this jumble, 
the Miami Metro experiment was re- 
garded as a possibility. Voters in a 


number of cities (such as Nash ille) 
rejected all-out consolidation of cities 
and counties (as Dade voters had). Ap- 
parently they did not want a new, super 
level of government like the one To- 
ronto got. Greater Miami, in one 
swoop, simply converted the old county 
government into a new one with metro- 
politan functions. It left to the indi- 
vidual cities those services that were 
not areawide. Such a solution, experts 
felt, might work in the majority of the 
215 metropolitan areas that are con- 
fined to one county. 

But before long, political scientists 
came around to the view that the urban 
county principle might be a good one 
but it was being tried out in an untypi- 

cal place and thereby should not be 
judged too harshly. Dade County, 
they discovered, has grown so fast that 
the average length of residence of its 
people is short; they have not developed 
strong roots. Moreover, no strong civic 
leadership has asserted itself. In addi- 
tion, Metro doesn’t provide for an 
independently elected political leader 
who could lead Metro and fight off 
opposition the way an appointed man- 
ager couldn’t do. 

¢ Miracle of Survival—After resigning, 
Campbell agreed somewhat with the 
outsiders’ diagnosis. “The basic trouble 
is lack of community stability,” he said. 
“The commissioners merely reflect this. 
Politics is the main weakness in the 
commission, but more important is the 
lack of a community tradition of public 
service. Everyone thinks in terms of 
politics—not just the politicians.” 

In view of these conditions, he says, 
it was a wonder that both he and 
Metro survived this long. 

Campbell acknowledges that Metro 
has not produced the miracles that many 
in the county expected of it, but he 
thinks it has made progress—reduction 
and coordination of county depart- 
ments, new budget practices, starts at 
planning, water and sewer improve- 
ments, transit, and a seaport; uniform 
trafic planning and law enforcement; 
and a thorough reassessment that may 
lighten the load on industrial and com- 
mercial taxpayers. 

Of the rumored successors, the lead- 
ing one appears to be E. A. Evans, for- 
mer city manager of Miami who origi- 


~nally supported Metro but fought it 


when Campbell got the county man- 
ager’s job. In his long tenure in Miami, 
he won a reputation for getting along 
with politicians. END 
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This 40’ Fruehauf Stainless Steel Volume x Van is one of 10 Fruehaut 
de ; units operated by General Electric Company, Cleveland, Ohio. General 
Electric uses its Fruehaufs for both interplant and customer delivery 
ro- of lamp bulbs, lamp bases, finished lamps, machinery and chemicals. 
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_ Steel Volume +x Vans, for example, offer you these profit-building 
nis. ? 
the advantages: 
A. @ LIFETIME STAINLESS QUALITY—Corrosion and rust-resistant for 
a longer life. Fabricated to make the most of the inherent strength of 
stainless. 
ys ; @ LOWER MAINTENANCE COSTS—Never needs painting. Damage 
* Now... New Low Price repair costs are materially lower. 
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JACOB S. POTOFSKY, head of Amalga- 
mated Clothing Workers, favors action 
against imports causing unemployment. 


STANLEY H. RUTTENBERG, AFL-CIO 
economist, pushes free trade policy, says 
main cause of joblessness is automation. 
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Labor Rift Grows 
Over Free Trade 


Organized labor’s traditional free 
trade policy is under strong pressure 
from unions that claim they are hurt 
by domestic unemployment due to im- 
ports. Protectionist sentiment is spread- 
ing. It has already reached proportions 
in labor new to the postwar world. 

This is a potentially important devel- 
opment. Labor’s support has been a 
bulwark to the Reciprocal Trade Agree- 
ments program. Increased protectionist 
sentiment among unions—if it influences 
labor’s allies in Congress—could have a 
bearing on the future of the trade act. 

In addition, the growing protectionist 
feeling is creating a sharp rift in AFL- 
CIO over trade policies. This could be 
a critical issue before AFL-CIO’s bien- 
nial convention in the fall. 

So far, the restiveness of unions 
hasn’t changed AFL-CIO’s official po- 
sition on free trade. The federation is 
as worried as its unions about imports, 
but it feels—strongly—that a protection- 
ist policy would do more general harm 
than specific good at this time. 
¢ Council Debate—AFL-CIO will make 
this clear at its midwinter executive 
council meeting in Miami Beach next 
weck. Import problems will be a major 
issue, and a wrangle can be expected in 
which these developments will play a 
major part: 

e This week, Jacob S. Potofsky, 
president of the Amalgamated Clothing 
Workers of America and an AFL-CIO 
vice-president, called on ACWA’s ex- 
ecutive board for official ratification of a 
boycott beginning May | against Japa- 
nese fabrics—a_ protectionist strategy 
planned to force a quota system for im- 
ports of men’s suits and shirts. Japa- 
nese fabrics handled by ACWA tailors 
represent a bigger dollar volume of ex- 
ports for the Japanese than shipments 
of suits and shirts to this country. 

e Next week, AFL-CIO’s free 
trade bloc (largely centered in the old 
CIO) will press for a strong reaffirma- 
tion of the federation’s policy against 
boycotts, high tariffs, and other bars to 
imports. They will be armed with a new 
white paper on foreign trade, drafted by 
federation economist Stanley H. Rut- 
tenberg and his associates. 

There’s little doubt that the free 
trade bloc will win, with the strong 
backing of AFL-CIO Pres. George 
Meany, Walter Reuther of the United 
Auto Workers, and other powerful free 
traders. Nevertheless, the debate is ex- 
pected to show that protectionists carry 


weight in at least one-third of the fed- 
eration’s afhiliates. 

¢ Don’t Rock the Boat—The execu. 
tive council’s official position is ex 
pected to be: Don’t rock the foreign 
trade boat—particularly now. 

That is, the council’s admonition to 
AFL-CIO unions will be to avoid “un- 
settling” moves and to comply with 
the official federation position. This ; 
position advocates (1) stronger efforts 
to lift wages and working conditions in 
low-wage areas overseas, and thus to 
narrow labor costs gaps, and (2) in this 
country, federal aid to industries hurt 
by imports and federal funds to help 
relocate and retrain workers who lose 
their jobs. 

But there’s likely to be a sharp de- 
bate before any vote supporting this 
approach. To unions feeling a job 
pinch from imports, the AFL-CIO posi- 
tion appears to be more words than ef- 
fective action. They want something 
specific—and quick. 

Regardless of AFL-CIO’s official po- 
sition, more and more consideration is 
being given to higher tariffs, quota 
systems—voluntary or imposed—and boy- 
cott action against imports. 


|. The Protectionists 


Rising uncmplovmeiit triggered the 
argument between the protectionists 
and the free trade bloc in AFL-CIO. 
Each monthly rise in jobless figures 
(at a postwar peak near 5.4-million in 
January) has intensified labor move 
ment demands for controls on im- 
ports. 

The protectionists protest that im- 
ports are eliminating tens of thousands 
of U.S. jobs. 
¢ Tailors Act—Jacob S. Potofsky of the 
Amalgamated Clothing Workers has § 
been outspoken on the need for action 
to protect domestic jobs. This week, 
Potofsky’s executive board moved an- 
other step toward a drastic action: a 
boycott by ACWA tailors of Japanese j 
fabrics, woolens particularly, effective J 
May 1. 

The boycott is designed to force the 
Japanese to agree to a quota system on 
men’s suits and shirts and other gar- 
ments. According to Potofsky, sharply 
rising imports of these items have cost 
25,000 ACWA jobs over the past three 
years. Garment industries in New York 
City, Philadelphia, Chicago, and Roch- 
ester have been hurt seriously, Potofsky 
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REULAND MOTORS. 











Graduate from horse-and-buggy 
motor servicing warranties... 


with REULAND’s “Honor System Motor Service Policy!” 


Reuland’s 15 year old Whether you’re an O.E.M. or a User, when you buy REvuLanp electric motors 
. ; you can make your decision with confidence. One very important reason, of 

SErTVICE policy takes course, is that every motor is backed by REULAND’s 15 year old “Honor System 

. Motor Service Policy”... stil! the only one in the industry! 

the word of any Under this exclusive service policy, your choice of any independent motor 

motor service sh op service shop becomes an authorized REULAND service station. Regardless of where 

ia a REULAND motor is in operation, approved service is always next door! 
of your choice. If you would like to talk to a motor manufacturer who really backs up his 


quality and service claims, find out soon how REvuLanp can fit into your plans. 


EVERY COMPANY SHOULD HAVE A COPY OF REULAND’S OFFICIAL, PRINTED “HONOR SYSTEM SERVICE POLICY!” 
A free copy is available on request. business permits it to offer the industry's 
Explains the simple steps to take. Shows only Honor System Motor Service Policy. 
how Reuland’s unique philosophy of doing We'll mail yours promptly. 


Our new 8-page general line brochure will come in handy! 
Also, refer to Sweet’s 1961 Product Design File, 7a/RE. 





MODERN POWER FOR MODERN-DAY PRODUCTS... a// in lightweight, cool-running aluminum frames! 
REULAND ELECTRIC COMPANY 


Western Division — Alhambra, Calif. 
Eastern Division — Howell, Michigan 
® Distributors in all principal cities 
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1 This pro;teller’s epoxy-laminate spinner-de-icer was adopted to: 
(a) cut wind cesistance (b) withstand temperature stress-cracking 
(c) embody heating coils 
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2 Tough, durable epoxy was used for this midget racer’s: 


(a) wheels (b) body 


(c) paint 


( How well do you know epoxy plastics? 


(The answers may suggest profit possibilities for you) 


- * 





3 Her stec! decks are coated with epoxy to: 
(a) provide a non-skid surface (b) reduce maintenance 
(c) 2 tapes sun, temperature changes, and salt water 
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5 The firs: U. S. supersonic bomber has epoxy: 
(b) laminated radome 


(c) embedded electrical parts 


(a) caulking 
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“Bakelite” 





4 This motor can run immersed in water because epoxy: 
(a) embeds its coils (b) coats its housing 


(c) seals its bearings 
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ANSWERS ... to tomorrow’s needs are coming 
today from adaptable BAKELITE epoxy plastics. 
1. (b) and (c). Despite rapid temperature changes, it far outlasts metal, 
saving replacement cost and time. 
2. (b) The laminated epoxy body is unharmed by impact that would dent metal. 


a“ (a), (b), and (c). Check them all. Most important — epoxy 
coatings protect against corrosion. 


4. (a) Embeds its coils in a hard plastic block that insulates, 
protects against physical and chemical damage, lets motor run cooler. 


a. (a) Epoxy caulking withstands surface friction and temperature 
changes. Others are growing aircraft uses, though. 


If you have questions—about plastics and their potential for 
your business—please ask us. We'll be glad to answer on the 
uses of epoxies, polyethylenes, phenolics, styrenes, and vinyls. 
Just write or call any of our offices or write Dept. DS-47B, Union 
Carbide Plastics Company, Division of 
Union Carbide Corporation, 270 Park 

Ave., New York 17, si. In Canada: Union UNI Oo N 
Carbide Canada Limited, Toronto 12. CARBIDE 





ind “Union Carbide” are registered trade marks of Union Carbide Corporation. 
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told his board. And, he warned, unless 
controls are imposed, the volume of 
imports in 1961 is expected to be sub- 
stantially higher than that in 1960. 

* It’s for Free Trade—The ACWA po- 
sition is typical of that of many unions 
today. Technically, the Amalgamated 
is for free trade and the Reciprocal 
Trade Agreements Act; it doesn’t want 
to slam this country’s doors permanently 
on imports from any country. 

But, according to Potofsky, imports 
that “create unemployment, demoralize 
an industry, and constitute a threat” 
must be controlled, through a quota 
system or otherwise. 
¢ Electronics Ban—Also effective May 
1, the International Brotherhood ot 
Electrical Workers’ largest local will be- 
gin boycotting Japanese- made parts and 
components in Chicago’s electronics in- 
dustry. IBEW Local 1031 had +7,000 
members a few years ago. Now it’s 
down to 23,000 working members, and 
it blames imports for the cut in jobs. 

Local 1031’s Pres. Michael Frank 
Darling recently gave “due notice’ to 
83 employers in Chicago radio, tele- 
vision, hi-fi, and tape recorder manutac- 
turing that after May 1, Japanese-made 
components will not be touched in 
some 137 union-contract plants. 

The local’s members “will not walk 
out of factories, in the manner of 
strike,” Darling advised employers. 
“They will work on any American-made 
parts, union or nonunion, but they will 
not install Japanese or other foreign- 
made parts.” 

Darling said that the Local 1031 boy- 

cott plan is designed to “protect’” em- 
plovers, too, from the pinching of of 
component manufacturing work. The 
boycott policy is supported by some em- 
plovers in the area (BW —Feb.4’61,p83), 
but a court fight might be in the offing, 
as other employers contend the IBEW 
local cannot legally boycott. 
* Other Moves—The proposed boycotts 
have attracted the widest interest but 
the ferment against free trade has 
spread bevond the ACWA and the 
Chicago IBEW local. For instance: 

° ”Representativ es of about a dozen 
unions recently attended a meeting of 
an important protectionist organization, 
the Nation-Wide Committee on Im- 
port-Export Policy, and indicated virtual 
agreement with the general objectives 
of the protectionists—but not on what 
should be done. The unions postponed 
definite action. 

Several unions already are affiliated 
with the committee. Others repre- 
sented at the mecting included IBEW’s 
Local 1031; the Brotherhood of Car- 
penters; the Brotherhood of Boilermak- 
ers & Iron Shipbuilders; the United 
Papermakers & Paperworkers; the 
United Textile Workers; the United 
Brick & Clay Workers; and the Alu- 


minum Workers International Union. 
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¢ Locals in other international un- 
ions committed to free trade policies 
have veered from the parent union po- 
sition in a reaction to the localized im- 
pact of imports on plants and jobs. San 
Diego (Calif.) Lodge 755 of the Inter- 
national Assn. of Machinists bypassed 
IAM national officers to protest to Con- 
gress that the use of Japanese-made tools 
and dies by Rohr Aircraft Corp. is a 
threat to “highly skilled tool and die 
makers, many rol ‘whom are unemployed 
in this area.’”” San Diego is on the de- 
pressed area list. 

Among independent unions, the 
United Mine Workers’ “catch-all” Dis- 
trict 50 last week asked Congress for 
higher tariffs on imports of vinyl rain- 
coats from Japan, now being sold at 
about half the price of District 50-made 
coats. UMW itself is on record as fav- 
oring import quotas on residual fuel oil. 

And the Mine, Mill & Smelter Work- 
ers recently urged tighter import quotas 
on lead, zinc, and copper because 
of low domestic production levels and 
U.S. smelter shutdowns. 

‘These are recent developments. They 
do not include the Textile Workers Un- 
ion of America’s frequent appeals for 
help against imports; the United Hat- 
ters, Caps & Millinery Workers Inter- 
national Union’s fight against imports; 
and similar union surgings against free 
trade policies. 
¢ Break With Past—For many of these 
unions, protectionism represents a sharp 
break with their own past, and with the 
New Deal Democrats who have been 
their long-time allies. As a result, they 
are defensive about the change. 

Union officials note—repeatedly—that 
other countries have few compunctions 
about erecting trade barriers against 
U.S. goods while taking advantage of 
U.S. free trade policies. ‘They cite 
Japan’s import tariffs, West Germany’s 
foreign coal quotas, and other examples 
of foreign protectionism. They are pain- 
fully sensitive to the charge that they 
have become “‘illiberal.” 

And just recently, an International 
Assn. of Machinists spokesman _pro- 
tested that “foreign imports” often can 
be traced to plants financed and possibly 
controlled from this country. 


The Free Traders 


Since World War II, U.S. labor has 
worked within the International Labor 
Organization (ILO) and the Interna- 
tional Confederation of Free Trade 
Unions (ICFTU) to promote anti-Com- 
munist unions and to advance wage 
scales and improve work conditions 
abroad (BW —Jan.28’61,p53). 

Meany and other AFL-CIO inter- 
nationalists believe that the federation 
has a successful investment of money, 
technical help, and moral suasion in 
union movements abroad. They are 


to he 





worried about the possibility that the 
growing protectionist sentiment in 
American labor might undermine the 
progress made. 

Specifically, they are afraid that if 
American unions erect or support bars 
to imports, workers overseas who might 
be affected—by loss of or threat to jobs— 
might turn against the AFL-CIO. 
¢ Imports Defended—That’s one rea- 
son the AFL-CIO wants to quiet down 
the unions now demanding _protec- 
tionist moves against imports. Another 


is that federation economists including | 
Ruttenberg do not feel that imports arc | 


a main cause of today’s high unemploy- 
ment. 
ble stems from automation, and that a 
search for remedies is hurt by a confu- 
sion of real and secondary causes. 

or instance, they say, the heavy job 
decline in the electronics industry is 
not due to the inflow of Japanese parts 
but to the fact that the U. S. electronics 
industry has been centered particularly 
in defense work (now down) thus en- 
abling the Japanese to move into the 
domestic market. 
¢ Voluntary Curbs—Working quietly 
through international bodies such as 
the ILO and the ICFTU, the federa- 
tion hopes to persuade foreign govern- 
ments to slow down exports voluntarily 
through quotas, to avoid a surge of pro- 
tectionist sentiment that could close 
U.S. doors to their products. 

Meanwhile, in testimony _ before 
the Joint Economic Committee in 
Congress last week, Reuther favored 
penalties on imports of foreign pro- 
ducers whose technological gains about 
match those of U.S. industries but 
whose wages are far lower than ours. 

I'his is a position that goes beyond 

the broad policies of most other AFL- 
CIO leaders in the free trade group. 
While they agree that higher wages 
should be sought overseas, most are 
against any protectionist devices—even 
if intended to bring pressure for higher 
wages overseas. 
* Labor Proposals—They contend that 
the federal government should use tax 
concessions to help U.S. industries be- 
come more competitive through new 
equipment, and that, where necessary, 
shifts to other fields of production 
should be encouraged. They say, too, 
that the governmen nt should assist work- 
ers hurt by imports. 

These are parts of AFL-CIO’s general 
cconomic program. The federation’s 
council members back this up with a 
suggestion that unions prod employers 
‘more imaginative” in meeting 
import competition. They cite as an 
example of “the proper approach” ac- 
tion taken by the United Auto Work- 
ers. Instead of fighting for curbs against 
foreign cars, Reuther’s UAW kept after 
the industry to come out with com- 
petitive compact cars. END 
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WESTINGHOUSE “LIFEGUARD” MERCURY LAMPS DELIVER 25% 


MORE :.IGHT...LAST LONGER. . 


STREET, PARKING LOT LIGHTING—Westing- 
house ‘“‘Lifegu '’’ Mercury Lamps give you up to 25% more 
light throughou* their long life. Even after 12,000 hours or 3 
years of servicé:, you can expect almost the same light level as 
when the ijamp were new! The reason . . . exclusive Westing- 
house electrod: design which virtually eliminates light robbing 
blackening of tie arc tube. 


FOR INDUSTRI 


You save on reiamping labor costs, too, because “‘Lifeguard’’ 
lamps have the: highest life rating of any lamps you can buy. In 
addition, they stand up in all kinds of unusually severe lighting 
conditions. Their special ‘‘Weather Duty’’ bulb construction is 
unaffected by rain, snow, corrosive gases, or thermal shock! 
“‘Lifeguard”’ lamips, are available in 100 to 1000 watt sizes, and 
are interchangeable with other types of the same wattage. 


.REDUCE RELAMPING COSTS! 


Take advantage of the Westinghouse Lighting Cost Reduction 
Plan and cut costs by one or more of the following factors: 
1. Reduced cost of lamp purchases 
2. Reduced lamp replacement labor costs 
3. Increased lighting level for the same or lower costs 
4. More efficient use of power 


For more information, contact your authorized Westinghouse 
Lamp agent or nearest Westinghouse sales office. You can be 
sure... if it’s Westinghouse. 


Westinghouse 


Westinghouse Lamp Division, westinghouse Electric Corporation, Bloomfield, New Jersey 
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Mitchell Resigns as Head of Commission 


Studying Railroad Work Rules Program 


James P. Mitchell’s resignation this week as chairman 
of the Presidential commission on railroad work rules 
opens a new, potentially important labor post for Pres. 
Kennedy to fill. The commission, established in the 
closing days of the Eisenhower Administration, is con- 
sidered a test of public aid in settling controversial rules 
disputes. 

Mitchell resigned “regretfully” to devote his full time 
to a campaign for nomination as Republican candidate 
for the New Jersey governorship. 


Hoffa Tells His Teamsters 


They‘re “a Clean Union, Now” 


James R. Hoffa told his International Brotherhood of 
Teamsters executive board last week that the IBT is 
“a clean union, now,” and that a special convention 
should be held in April or May to reelect officers and 
end the monitorship over ‘l’eamsters affairs. 

But, Hoffa said, he has quit predicting when anything 
will happen “in this chaotic area.” 

An “understanding” has been reached by attorneys 
for opposed parties in the truckers’ union, but, according 
to Hoffa, District Court Judge F. Dickinson Letts is 
“sitting on it,” delaying a necessary court authorization 
for a convention. 

The IBT board instructed attorneys to go to the U.S. 
Circuit Court of Appeals (1) for an order to require 
Judge Letts to rule on the agreement, (2) to require 
former monitors’ chairman Martin F. O’Donoghue to 
“stop interfering in internal affairs” of the IBT, and 
(3) for an order dissolving the technical staff of the 
monitors, to reduce costs that Hoffa said have soared 
to a total $3.5-million for the monitorship. 


Engineers Give Up 11-Year Drive 
To Form National Bargaining Unit 


An 11-year effort to create a national collective bar- 
gaining association for engineers will end in March, 
when the Engineers & Scientists of America will be 
dissolved. The ESA said last week that it was born 
50 years too soon—the profession does not have “the col- 
lective maturity . . . for unity on a national scale.” 

ESA was, or sought to be, an alliance of local bar- 
gaining associations formed in companies that employ 
large numbers of engineers. It was beset from the start 
by a tug-of-war between those who wanted ESA to be an 
association of professionals and those who wanted it also 
to include technicians. 
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According to ESA, the “internal pulling and hauling” 
weakened it. It suffered a vital blow when Western 
Electric Co., Inc., engineers voted to decertify ESA last 
spring (BW—May28’60,p134). Then, while it was strug- 
gling to survive this blow, Radio Corp. of America engi- 
neers voted to ‘disaffiliate. ESA said that left it an 
organization “simply not . . . large enough to be worth 
maintaining.” 

e e e 


30-Hour Basic Work Week on Shipboard 
Sought by NMU to Create Jobs 


The National Maritime Union plans to demand a 
reduction of the basic work week on shipboard from 
40 to 30 hours in contract talks with Atlantic and Gulf 
shippers this spring. 

According to NMU Pres. Joseph E. Curran, this “prin- 
cipal demand” is designed to provide jobs and to give 
seamen more paid time ashore. 

The rival Seafarers International Union is also pre- 
paring bargaining demands. In cooperation with 
seven other maritime unions, the SIU plans to negotiate 
for joint action on foreign-flag operations, government 
subsidies, and other issues it describes as “the guts of 
the industry.” 

Under the NMU proposal, the “standard” shipboard 
work week would be set at 30 hours. Seamen would 
be compensated by an hour’s paid time-off »s!ore for 
every hour worked between 30 hours and tlic present 
40 hours a week. They would be paid overtime, as now, 
for work in excess of 40 hours a week or eight hours 
a day. 

For example, a seaman who worked 40 hours under 
the proposed plan would receive his regular 40-hour 
pay plus a credit of 10 hours’ paid time-off ashore. One 
who worked 44 hours would be due his 40-hour pay, 
the 10 hours’ paid shore leave, and four hours’ over- 
time pay. 

The extra time off would be allowed to accumulate, 
tc be taken at intervals. 


Brewer Employees Agree to Take Layoffs 
To Help Company in Financial Straits 


Employees of Jacob Ruppert, a New York City brew- 
ery, have agreed to take five-week layoffs on a rotating 
basis in order to cut the company’s production costs. ‘The 
brewery ended 1960 $2.5-million in the red, this spurred 
union action. 

The 800 production and distribution workers, members 
of three International Brotherhood of Teamsters locals, 
pledged to produce the normal annual output of 1.2- 
million barrels of beer despite the layoffs. Some 450 
other employees, members of other unions, are expected 
to go along with the plan. Management personnel will 
receive pay cuts of at least 10%. 

The Kratter Corp., a real estate investment company, 
recently attempted to gain control of the brewery in 
order to build a housing development on its site. The 
plan hit a snag when Ruppert workers demanded $4-mil- 
lion in severance pay. 
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‘Behind the; scenes” in your auto- 
mobile are*many products that 
make startizg, driving, and stop- 
ping a lot safer, easier, and more 
pleasant. Yet the average driver 
seldom gives;these “unseen helpers”’ 
a thought. Which is the best proof 
that they pexform their tasks with 
great efficien-y. 

Bendix has long been a leader in 
anticipating the needs of the auto- 
motive industry and the motoring 
public. In fact, all 1961 U.S. and 
Canadian cars, and most trucks, 
use some typ¢ of Bendix equipment. 

It was back in 1914 that Bendix 
introduced ifs now famous starter 
drive which helped eliminate the 
drudgery and danger of hand crank- 


3 


ing. Later, we introduced four- 
wheel brakes to the United States 
and followed with Duo-Servo® 
brakes. They added new safety to 
driving and proved so successful 
that, over the years, most makes 
of cars have been equipped with 
Bendix-type brakes. 

In recent years, drivers have 
been expressing their approval of 
two other Bendix pioneering devel- 
opments—power brakes and power 
steering, which add safety and 
remove tension from driving. If 
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NOV!—AS THEN—BENDIX MAKES DRIVING SAFER, EASIER 


you do not have Bendix® power 
brakes on your present car, they 
can be quickly installed by “the 
man who does your brake work.” 

Bendix® quality brake lining has 
also made an important contribu- 
tion to driving safety. This is why 
it has been selected by more manu- 
facturers as original equipment for 
cars and trucks. 

Other Bendix products that work 
for drivers every day include auto- 
matic, self-adjusting brakes, car- 
buretors, universal joints, electric 
fuel pumps, filters, and hydraulic 
equipment for actuating brakes, 
steering, and other devices. Not to 
forget, of course, hundreds of 
thousands of Bendix® car radios. 


y A THOUSAND DIVERSIFIED PRODUCTS SERVING THESE FIELDS: 
+f ° ee gee ° . ° 
automotixe » electronics + missiles & space « aviation’s nucleonics * computer * machine tools + sonar * marine 
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Natural Gas Stocks Get a New Lease... 
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Colorado Interstate ... 
El Paso Natural Gas........ 
Northern Natural Gas. 
Southern Natural Gas....... 


eccccee 58%4-31% 20 44! 
- 35%-225. ....7 
ceccves SD a*OYs +60 Sz 
» 4634-3334... . ¢ 


Texas Ecstern Transmission.... 36-20 ....31% 
Texas Gas Transmission. ...... 381-27... 37% 
Transcontinental Gas ... 1.2... 27%-17% ... 235% 


INTEGRATED 


Americon Natural Gas... 
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Arkanscs Louisiana Gas....... 39-23%... 3 
Columbia Gas System......... 245¢-1834.... 2: 
Consoliclated Natural Gas..... 5734-424. ... 55 
Equitable Gas ............. « 41354-32% ... 3% 
Lone Sie Gees... cic cece ace: SOS a4 
Pacific Lighting ...... ccvcece 56%4-45%.... 5454 
Peoples Gas Light...... cence e. 4236-49% ... 725% 
PIPELINES RETAILERS 
Brooklyn Union Gas.......... 3234-2434... . 32? 





1958 1959 


Data: Standard & Poor's 


eee rica 2734-184. ... 2728 

i Mountain Fuel Supply........ 3212-2256. ... 3212 
1960 61 New Jersey Natural Gas...... 30-20 2914 
©susiNess weeK Washington Gas Light........ 58'4-4514.... 58% 


Investors Bet on FPC Changes 


“The Federal Power Commission 
without question represents the out- 
standing example in the federal gov- 
emment of the breakdown of the 
administrative process. The complexity 
of its problem is no answer to its more 
than patent failures. These failures re- 
late primarily to the natural gas 
field... .” 

This striking indictment of the FPC 
comes from the report on federal regu- 
latory agencies (BW —Dec.31’60,p26) 


| made to Pres. Kennedy by James M. 


Landis, former dean of Harvard Law 
School and now special assistant to the 
President for these agencies. 

More than anything else, it sums up 
both the reason why natural gas stocks 
lost their glamor on Wall Street, after 


| being its pet 10 years ago (chart), and 


why, now that Landis has brought 
FPC’s foot-dragging into sharp focus, 
natural gas stocks are getting a new 
play (table). 

It’s since the Landis report that in- 
vestors are betting on a change for the 
better. Though regulatory relief may 
not come for some time, a good num- 
ber of investors are willing to put their 
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chips on the line in anticipation of a 
more farsighted FPC. For, if Landis has 
his way, clear policies and speedy deci- 
sions are sure to improve an industry 
caught so long in a jungle of regula- 
tions. 

And profits to investors may be im- 
pressive: For all the industry’s explosive 
growth in assets and sales, natural gas 
shares have sold nowhere near the high 
price-earnings ratios that characterize 
industrial growth shares. 
¢ Post-Election Rise—Since the elec- 
tion, most natural gas stocks have moved 
up in price. Retail distribution com- 
panies have advanced more than 20%, 
and, in many cases—including Brooklyn 
Union Gas Co., Laclede Gas Co., 
Mountain Fuel Supply Co., and Wash- 
ington Gas Light Co.—the stocks are 
selling at their 1959-61 highs. 

The pipeline companies are feeling 
less effect, partly because producers now 
prefer to sell their gas on an unregu- 
lated basis in intrastate commerce; they 
have gone up about 13% —somewhat 
less than the 18% rise for the market 
over-all, as measured by Standard & 
Poor’s 500-stock index. Most utility 





analysts believe that until FPC straight- 
ens out pipeline rates, the natural gas 
retailers are relatively more attractive. 
Some are selling at price-earnings ratios 
that are historically high, but analysts 
think that at least some of the gas 
retailers have assumed an investment 
position equal to that of the growth 
electric utilities, which sell above 20 
times earnings. 

Analysts also look with favor on in- 
trastate gas gathering systems, which 
do not come under FPC regulation. 
One of these companies, Coastal States 
Gas Producing Co., has been. under 
heavy demand, with its price bid up 
from a 1960 low of 304 to over 70. 
¢ Selective—Thus analysts are taking a 
selective view of gas equities. Generally, 
yields have been rising, but earnings for 
some companies are still unreliable, and 


analysts aren’t willing to give carte 


blanche to all the stocks. 

There’s a lively debate, too, among 
institutional investors about the course 
of natural gas equities. In the fourth 
quarter of 1960, for example, at least 13 
mutual funds sold natural gas stocks. 
Only four added gas equities to their 
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portfolios. And one fund manager sees 
little hope: “From past performance, I’d 
say the make-up of the commission isn’t 
promising. Morgan [Howard Morgan], 
for instance, has a background of 
severity in deciding rate cases.” 

The optimists take heart from Landis’ 
blast, and his influence with Kennedy. 
Says one Boston manager: “Imminent 
FPC rulings are more likely to be con- 
structive than destructive because the 
present setup is so much in need of 
improvement.” 
¢ Slowing Down—This view may be 
overoptimistic, but natural gas com- 
panies and their shareholders would 
welcome any measure of regulatory re- 
lief. For one thing, the spectacular 
growth rate of the industry is slowing 
down—and, more than before, investor 
appetites must be whetted if the indus- 
try is to finance on reasonable terms. 

In the next 10 years, the growth in 
gas consumption will more likely be 
closer to 5% a year than to the 9.5% 
average over the past decade. Capital 
spending, too, isn’t likely to keep up its 
present clip. Last year, spending 
reached nearly $2-billion, the highest in 
history. Construction is under way on 
a number of major lines, piping gas 
from Canada to the U.S. But, outside 
of a few other planned ventures—in 
Mexico and in Alaska (page 89)—the big 
pipes to new areas have been laid. 

Revenues, which jumped 12% last 
year to $5.7-billion, according to the 
American Gas Assn., will also be taking 
a less precipitous climb—particularly if 
gas prices, which have been steadily on 
the rise, are kept stable by FPC. 

Short-term, new gains are sure to be 
made this year and next, and present 
activity in the industry indicates a 
good earnings year. The long term, how- 
ever, is in doubt. The commission is 
still trying to find the right answers on 
how to keep gas prices to the consumer 
down while keeping incentives high 
enough so that companies will go on 
looking for new gas. 
¢ Contradictory—Last year, for ex- 
ample, FPC made two major moves— 
each contradictory to the other in spirit, 
as some gas company officials see them. 

On one hand, FPC adopted its new 
area pricing policy for setting the price 
of gas sold by producers to pipelines 
(BW —Oct.1'60,p113). This meant that 
FPC would set a specific price for each 
major producing area—a price plan long 
favored by many producers. The new 
policy junked the traditional and un- 
workable scheme of basing each pro- 
ducer’s price on the utility concept of 
cost plus return. Most producers con- 
sidered this a step in the right way. 

On the other hand, FPC switched 
its standard way of setting rate of return 
for the gas pipelines. All during the 
1950s, it was usual practice to give a 
6% rate of return on invested capital. 


Some of this capital was borrowed, 
some in the form of stock. But, of 
course, the 6% return had its impact 
on the equity earnings. Thus, many 
companies with a higher percentage of 
common than is normal within the in- 
dustry argued that a 6% return didn’t 
allow them the earnings on equity 
needed to attract new capital. 

So last year, FPC decided to get 
away from a 6% rate, and looked first 
at return on equity, and let that deter- 
mine over-all return. Several key rul- 
ings outlined the commission’s think- 
ing, which boils down to allowing a 
pipeline between 10% and 11% on 
common equity. 

The change has been welcomed by 
companies with a high proportion of 
stock, such as the integrated companies 
that generally have maintained higher 
equity ratios. 

But it has hurt such companies as 
Tennessee Gas Transmission Co., ac 
customed to earning 14% to 15% on 
its common. In a Tennessee Gas rate 
case last year, FPC allowed only 
10.12% return on the common, and 
an over-all return of 6.125%. This held 
back the rise in the company’s per 
share earnings in 1960, though revenues 
rose sharply. 

Some investment bankers think this 
“bare bones” concept might destroy 
investor appeal. But one analyst sug- 
gests that it could lead more gas com- 
panies to diversify into nonregulated 
activities, where a number—including 
E] Paso Natural Gas Co. and Arkansas 
Louisiana Gas Co., as well as Tennessee 
Gas—have profited handsomely. 
¢ Offset—Any distress from this rate- 
making trend will be partly offset by 
FPC’s new area-pricing policy, which 
attacked the industry's most serious 
problem: the steady increase in gas costs 
at the wellhead. It promises at least 
to slow the rise, by setting ceilings on 
prices negotiated when changes are 
made in existing contracts or in draw- 
ing new contracts. 

From the producer’s view, it means 
he can know how much he will get for 
gas from a specific area without having 
to go through protracted hearings into 
his company’s operations. 

A big weakness in area pricing is that 
price levels now in effect are no more 
than vague judgments by FPC. The 
commission hopes to set up some 
foundations for the policy in a Mid- 
land, Tex., hearing early in March on 
rate increases asked by producers in the 


Permian Basin area. But cases of this © 


type will probably have to be set up for 
each area. 

Thus, any great optimism on area 
pricing may be premature. Until the 
courts—and the new Democratic FPC 
majority—clear area pricing, no one 
really knows what its impact may be 
on company profits. END 
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construction news first. 
1,087 Dodge Field Agents scout the 
new construction field every day. 
Regularly, over 165,000 architects, 
engineers, builders, owners, contrac- 
tors and officials give them advance 
briefings on their future plans. Who’s 
going to build what. Where. For how 
much. Who’s bidding. Who gets which 
contracts. Businessmen who want to 
pinpoint these positive prospects in 
time to take action, receive Dodge 
Reports by mail—every day. Inter- 
ested in increasing your sales effec- 
tiveness? See ad to right for more on 
the most effective new business leads 
in the new construction industry. 
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Wall St. Talks ... 


. . . about Fed Chmn. 
Martin, shell home builders, 
Giannini merger talks, rise in 
Puerto Rico Telephone shares. 


Federal Reserve Board Chmn. Wil- 
liam Mc. Martin, who in the past often 
used “open mouth” policy as a means 
of influencing money rates but has been 
conspicuously silent in recent months, 
may start resorting to the jaw-bone 
technique soon. Beginning with his 
hearing before Congress’ Joint Eco- 
nomic Committee, he is expected to 
support the Kennedy Administration’s 
effort to bring down long-term rates. 


Shell home builders who provide low- 
cost houses that buyers complete are 
the hot new industry group on Wall 
Street. ‘here have been four public 
offerings by shell home outfits in re- 
cent weeks, and more are on the way. 
All of them are modeled on the capi- 
talization of Jim Walter Corp., the 
nation’s largest shell builder (BW— 
Jun.4’60,p66), and offer buyers a pack- 
age of common stock, a debenture, and 
warrants. So far, each offering has gone 
to a premium. 


Giannini Controls Corp., one of sev- 
eral electronics companies in Sherman 
M. Fairchild’s stable, this week moved 
up to 64 on the American Stock Ex- 
change (1960 low: 323), after reports 
that it is negotiating for Cramer Con- 
trols Corp., Connecticut-based maker 
of electromechanical timing controls 
and precision instrument motors. If a 
merger comes off—there are rumors, 
denied officially, that it faces opposition 
from American Research & Develop- 
ment Corp., which holds 38% of Cra- 
mer’s voting securities—it will be the 
second major acquisition for Giannini 
in recent weeks. At the end of Janu- 
ary, it picked up Conrac, Inc., maker of 
closed-circuit ‘'V equipment. 


Puerto Rico Telephone shares, traded 
on the ASE, rose nine points to a new 
high of 89 this week, +0 points above 
the January low. ‘The play began when 
International ‘Telephone & Telegraph, 
which owns 80% of the 600,000 shares 
outstanding, said PRT’s 1960 earnings 
would be double those of 1959. Heavy 
demand by traders who realized that 
there was only a thin floating supply 
was responsible for the swift rise. 


Brokerages ate happy about the big 
trading volume, which means higher 
earnings for them. But some brokers 
say that most of the rise has gone to 
houses that cater to institutions. 








Dodge helps correlate 
marketing objectives. 
A Dodge Construction Market Coun- 
sellor helps clients get maximum 
benefit from the advance construc- 
tion intelligence in Dodge Reports. 
Direct selling, mail promotion, activ- 
ities of distributors or agents all 
can be coordinated by a continuing 
Dodge “Use-Plan.” More, he can help 
clients evaluate sales performance, 
project sales goals, plan production 
and inventories by applying authori- 
tative Dodge Statistics. Get the full 
details on Dodge sales and planning 
services. Sign below and mail with 
letterhead. F. W. Dodge Corp., 119 
W. 40th St., N. Y. 18, N. Y. 
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In the Markets 


Wall Street Gets Set for Bull Market 
As Demand se Equities Keeps Growing 


Wall Street is naw convinced that a bull market in 
stocks is in the making with some brokers and analysts 
talking in terms of a runaway market. While a few die- 
hards “still feel that a sharp decline cannot be ruled 
out, the demand for equities by both institutions and 
individuals is growing, increasing the prospect of a 
strong bandwagon 1wovement. 

The movement pf stock prices over the past week 
bolsters the optimists. Stocks did fall back after their 
swift and sharp thtee-month rise, but the decline did 
not amount to much. Buyers came off the sidelines 
in droves, which raised prices back to previous levels. 

According to mi: ay brokers, institutional accounts 
have provided most #f the buying demand. The institu- 
tions are betting tl¥t the recession will be short-lived, 
and will be followec by a healthy upturn—in both busi- 
ness activity and corporate profits. 


Government Geis Pointer on How to Lower 


Long-Term Rates: While Raising Short-Term 
4 


The bond and m*iney markets this week were begin- 
ning to show the shpact of the extraordinary balanc- 
ing act that the #pw Administration is attempting: 
to maintain, or eves increase, short-term rates to stem 
the gold and dollat: outflow while at the same time 
bringing about a reéii — in long-term rates to stimu- 
late economic recovet 

In the short endif the market, yields have in fact 
moved up about } of 3% in the last few weeks—and prices 
have dropped acco) ingly. This has been in response 
te the Treasury’s shg::t-term cash offering and an almost 
imperceptible tight#sing of the money market by the 
Federal Reserve. 

The Fed’s actio§‘in tightening was a simple and 
straight-forward mdicy market maneuver, which was 
expected by bond§: dealers. But how the Kennedy 
strategists will go aout bringing down long-term rates, 
without at the sam time disrupting the long- term mar- 
ket, isn’t so clear. y:This week, Girard L. ‘Spencer of 
Salomon Bros. & ffutzler, a major government bond 
house, came up witff'a possible solution to the problem: 

As Spencer sees if: Kennedy's best move would be to 
increase sharply mof%zgage purchases by the Federal Na- 
tional Mortgage A wn. (Fanny Mac). Ile points out 
that mortgages acco‘:ated for about half of the demand 
for long-term mone\ last year. ‘Thus, if the available 
supply of mortgage: was cut substantially, this would 
force long-term inve%<ors into other markets, and would 
thereby put downvird pressure on interest rates for 
corporate and tax-exempt obligations. 

Moreover, says Sp¥:ncer, if Fanny Mae financed these 
purchases by selling short-term debentures, it would 


a 
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accomplish an increase in short-term rates, is just the 
sort of double play in the money market that the Admin- 
istration is after. 

e 2 e 


Pan Am and National Airlines Clash 


Over How to Dispose of Each Other’s Stock 


Pan American World Airways, Inc., and National Air- 
lines, Inc., which hold 400,000 shares of each other’s 
stock, were at odds this week over how to meet the 
Civil Aeronautics Board’s order to divest themselves of 
these holdings. The two airlines exchanged shares two 
years ago when they agreed to share jet planes. At the 
time, Pan Am sold at 183, National at 193. 

National proposes to comply with the CAB’s order 
by selling back its Pan Am stock at $19.375 a share. It 
says that if Pan Am doesn’t buy, it will place the block 
with an underwriter for a public offering. 

Pan Am won’t go along, insists that the CAB wants 
a simple swap of the shares. Its reason is plain: Pan Am 
shares are now selling at 21, National at 12. If the 


shares were repurchased, Pan Am says it would take a | 


loss of about $4-million. 

National refuses to accept Pan Am’s exchange plan 
because it would mean a decline in its net worth. 

Both sides are adamant. At the very least, Pan Am 
would like to defer a sale. If National is successful 
in its bid for a new transcontinental route, National’s 
share could rise in price. And if it loses, National will 
probably be a merger candidate, and other airlines might 
be willing to pay more for Pan Am’s block of National 
shares. 

ae . 2 


Share Value Set in AT&T Rights Offering 


American Telephone & Telegraph Co.,announced this 
week that it was placing an $86-a-share price on its 
1-for-20 rights offering to shareholders. ‘The stock has 
moved down from a high of 119 to 111 in recent weeks, 
and AT&T's oftcr makes each right worth about $1.25. 
This is below the value AT&T placed on its last rights 
offering in 1956. At that time, a market price of 179 
(before the 3-for-] split) and a subscription price of 100 
made the 1-for-10 rights worth $7.18—or $2.39 when 
figured on a current basis. 


Remark on Paar Show Boosts $10 Stocks 


To the long list of fads in investment, add a new one: 
stocks selling for $10 on the American Stock Exchange. 
It started last week, when comedian Lou Holtz, appear- 
ing on the Jack Paar ‘I'V show, said he owned such a $10 
stock, predicted it would go to $1,000 within 10 years. 

It turned out that Holtz was talking about Canadian 
Javelin, Ltd., which was once barred from trading in the 
U.S. by the SEC; but Holtz didn’t give the company 
name on the air—so virtually all the stocks on the ASE 
selling for $10 were in demand. The SEC checked the 
affair, came to the conclusion the whole thing was a “com- 
edy of errors.” 
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PERSONAL BUSINESS 


Today’s rush to explore outer space is luring an ever-increasing number 
of hobbyists into a fascinating field—amateur astronomy. 


All that is needed to pursue this interest is a good clear night and the 
unaided eye. And for inspiration, hobbyists have only to look at the front 
pages of newspapers. 


For example, Russia’s new Venus-bound rocket—fired from an earth- 
orbiting satellite—may be overshadowed soon by our own manned rocket 
flight from Cape Canaveral. And within a year, U.S. Project Mercury plans 
to launch a man into an 18,000 mph. orbit around the earth. 


In addition, we’ll probably land instruments on the moon by next year 
or 1963, and learn more about the creation of the earth and moon. Though 
35-million mi. away when it comes closest, Mars is on the man-in-space 
schedule for the 1970s. 


With all these developments, the ancient science of astronomy is 
attracting businessmen, professionals, and many retired people. New 
York’s Amateur Astronomers Assn. has over 400 members, and the list is 
growing. There are more than 100 such groups in other cities, mostly 
affiliated with the Astronomical League, Pittsburgh. 


As a hobbyist, you read weighty books on astronomy, share group dis- 
cussions on topics ranging from spaceship travel to the Great Nebula in 
Andromeda (over 2-million light-years away)—and sip coffee at night atop 
hills or buildings as you work in teams to track manmade satellites. If 
really serious about the hobby, you can take part in programs that assist 
professional astronomers and the government. 


Most amateurs start their careers by thumbing through a short “star 
book.” “Did you know,” says the book, “that in a few years we may fire a 
rocket toward the orbit of Pluto—over 2.6-billion miles away?” or “. . . To 
reach the nearest star, or sun, beyond our own (Proxima Centauri), a space- 
ship traveling 1-million mph. would take about 3,000 years.” 


Then, you stop thumbing, read on until 2 a.m. Six weeks later, you’re 
pricing small telescopes, and inquiring about the local amateur astronomers’ 
organization. You would be wise to join this group and talk with a few old- 
timers before spending money on equipment. 


The local group usually has a clubroom and library, with a lot of time 
taken for classes, roundtables, and lectures by professionals. Most groups 
even make their own telescopes in small cooperative workshops. 

Activity isn’t all stars and space. The social side attracts many who 
find they like the intellectual-but-not-stuffy atmosphere. About 50% of the 
members of the average group are armchair enthusiasts who get their 
activity indoors—reading, lecture-attending, and clubroom visiting. 

Time heeded for the hobby is about the same as for golf. Veterans 
say that about six to 10 hours a week will prove rewarding—and at this 
rate, if you’re average, you'll take about two years to get abreast of the 
basics of astronomy. 


Equipment, for a starter, is a telescope—plus books and magazines. 

A good 6-in. “scope” (meaning the reflecting mirror, or refractor, is 
6 in. in diameter) has ample power. With this, you can view 12th magnitude 
stars—stars one-hundredth as bright as the faintest ones that can be seen 
with the unaided eye. 


There are two types, reflector and refractor. The refractor is some- 117 
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today. In any case, a 6-in. scope is about 4 ft. long and is mounted on a 
stand—the heavier and more secure, the better. Over-all weight runs 50 
to 150 lb., so most amateurs use auto trunks for carrying. 


If you assemble your own 6-in. reflector, cost is about $150; if you buy, 
the price can range from $200 to $500 for a standard model. A beginner 
can start with a 3-in. scope, for about $50—but he’ll soon want a bigger 
outfit, say the veterans. Simplified (often “home made”) 2-in. and 3-in. scopes 
are used by satellite tracking teams. 


Cameras, including conventional models, can be attached to telescopes 
for nighttime sky pictures. But this is an advanced technique, partly because 
exposure-time runs into hours, and camera position must be constantly 
changed to compensate for the earth’s movement. 


Before you buy any equipment, a good idea is to check firms dealing 
in Army surplus. Veteran amateurs say excellent bargains can be found. 
Another tip is to resist sales talk and buy a low-power eyepiece for any 
size telescope—better light is gained, compared with a high-power piece. 


Eventually, most skilled amateurs specialize. “Variable star work” 
means studying certain stars that show varying light intensities, indicating 
movement. For this specialty, which contributes to projects in professional 
astronomy, there is the American Assn. of Variable Star Observers (Cam- 
bridge, Mass.). 

If interested in “meteor work”—observing “shooting stars” to detect 
suspected patterns—you join the American Meteor Society (Philadelphia). 
For moon and planet specialists, there is the Assn. of Lunar & Planetary 
Observers (Edinburg, Tex.). Incidentally, Venus, newest Russian target, is 
now showing 15 times brighter than the brightest star—you can spot 
it easily in the southwest sky, seven to ten p.m. 


A small group of highly skilled amateurs lately has begun studying 
solar flares (sun spots) and their effect on the ionosphere—a factor of vital 
importance to short-wave radio technology. Finally, the American Rocket 
Society (500 Fifth Ave., New York 36) will furnish amateurs information on 
safe procedures and experiments. 


Among top current books for the novice is William Weiser’s The Space 
Guidebook (Coward-McCann, $4.75). It shows clearly the relationships 
between “pure” astronomy and the Space Age sciences. Magazine bible of 
the amateur astronomer is Sky and Telescope, monthly (Sky Publishing 
Corp., Harvard College Observatory, Cambridge, Mass.; $5 per year). 


Omnibus: Action by the IRS that may discourage formation of new 
“centennial funds” will have no effect on those already established (BW— 
Oct.1’60,p125) . . . Despite the Administration’s plan to reduce the U.S. 
duty-free exemption on goods bought abroad from $500 to $100, you may 
want to bone up on overseas bazaars. Two superior guides are Shopping 
Around Europe and Shopping Around the East and Near East, by Judith 
Friedberg (Appleton-Century-Crofts, $4.50, $3.95) . . . Larger 1961 Sum- 
mer Placement Directory lists over 14,000 summer jobs for youngsters, in 
the U.S. and abroad (Advancement & Placement Institute, Box 99, Station G, 
Brooklyn 22; $3)... A study covering 89,000 du Pont employees shows that 
rank-and-filers are more prone to heart attack than are top salaried people. 
The reason, say researchers, is that executives let off steam in using their 


authority, while underdogs “‘may suffer from feelings of frustration.” 
Contents copyrighted under the general copyright on the Feb. 18, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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POWER PLANT — Coal rides an extensive Link-Belt belt 
conveyor system at the B. C. Cobb Station of Consumers 
Power Co., Muskegon, Michigan. The system can operate 
at either 1200 or 1800 tph. 


PREPARATION PLANT — Clinchfield Coal Co.’s new Moss 
Mine No. 3 plant (Clinchfield, Va.) processes 1500 tons of 
R.O.M. coal per hour. Entire plant—design thru erection— 
was furnished by Link-Belt. 
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Two installations dramatize scope of LINK-BELT coal handling 
. - . and how it benefits consumers of electrical power 





| Zhappsronsssoam coal handling plays a major role 

in holding down the cost of electrical power. 
And wherever coal is mined, wherever coal is a 
source of power— Link-Belt can provide the 
means for lowest per-ton handling costs. These 
plants are typical— working examples of how 
Link-Belt equipment and experience assure econ- 
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CHAINS AND 
SPROCKETS 


omy and efficiency every step of the way. For full 
details om our one-source service for materials 
handling and mechanical power transmission 
equipment, write LINK-BELT COMPANY, Dept. 
BW, Prudential Plaza, Chicago 1, Illinois, Ask for 
our directory, “Link-Belt at Work.” iin 
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fa Teletype Tape Reader 


(sanding unit) 
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’... and a Teletype Ms 
Tape Punch 
(receiving unit) 


of yar Teletype Page Printer 










pay you dividends 


4 
Adding Teletype tanh nits to your present Teletype 
page printer can pay you*sandsome dividends. As your 


printer is used for sendir#S and receiving messages and 
data, the information can «:§ the same time be captured in 
perforated tape form—as 2 ‘by-product, without effort on 
the part of your operatoy: This tape, then, has many 
cost-saving uses: : 


Save time, increase capacity—the tape can be used 
to retransmit all or part of the information to other loca- 
tions .. . it is an easily stotable record . . . it can be used 
over and over to save typing effort. 


Greater accuracy efficiency—using punched tape for 
repetitive data such as addresses, product descriptions and 


CORPORATION 


Tape Reader and 
Typing Tape Punch 


Send-Receive 
Page Printer 


other fixed information not only eliminates retyping but 
also saves possible errors in preparing purchase orders, 
sales records, payrolls and the like. 


Business machine tie-in—the tape is compatible with 
many modern business machines and can also serve as 
“Input data’”’ for certain types of computers. 


In these and many other ways, the addition of 
Teletype tape units to your present Teletype page printer 
can pay you important dividends. Teletype Corporation 
manufactures this equipment for the Bell System and 
others who require the utmost reliability from their data 
communications. Teletype equipment can be used with 
Data-Phone and other communications services. 


sussioiary of Western Electric Company INC, 


A a 


Free Model 28 Line folder. Write Dept. 14-B, 
5555 Touhy Avenue, Skokie, Illinois 


Automatic Send- 
Receive Set 
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In Production 


GE Substitutes Electrical Jolts 
For Explosives in Shaping Metals 


For probably the first time in the U.S., General 
Electrical Co. is using electro-spark forming—a switch in 
the shaping of metals by explosion—on some of the more 
dificult-to-fabricate metals. The process, which substi- 
tutes electrical explosions for the usual chemical blasts, 
has been fairly widely used in Russia. This week, GE 
announced its successful use in the lab; wider applications 
and commercial use are expected to follow in a few years. 

Metal forming by explosives is used where large presses 
or hammers won't serve. The usual method is to place 
a strip or sheet of the metal over the mouth of a die, 
and lower them into water, which serves as a medium 
to transmit the blast. A charge is detonated in the 
water, and the shock waves force the metal into the die. 

Electro-spark forming is also used under water, but the 
blast is supplied by built-up electrical energy released in a 
single jolt. The electricity is stored in a bank of capaci- 
tors, connected by cable with a spark gap in the pool. 
In the lab, GE has been using a 35,000-volt shock; it 
expects to get up to 100,000 volts or more. 

The main advantage of electro-spark forming is that it 
eliminates the hazardous storing and handling of chemi- 
cal explosives, and the operation does not have to be 
kept at a distance from other activities. 

GE calls its process “capacitor discharge electro-spark 
forming,” and says it has been used successfully to shape 
niobium, titanium, beryllium-copper, and the more diffi- 
cult grades of stainless steel. The company’s General 
Engineering Laboratory feels that the technique can 
be extended to tungsten and molybdenum. So far, the 
biggest chunks of metal formed by the process have been 
10 in. in diameter and 3/32 in. thick. 


Process Bypasses Smelting Stage, 


Turns Low-Grade Ore Into Copper Powder 


A direct reduction process that has been around the 
copper industry for several years will finally get its first 
real tryout in a new $23-million plant to be built in the 
Philippine Islands. The process—patented by Chem- 
etals Corp. and Sherritt Gordon Mines, Ltd.—will be 
used by Marinduque Iron Mines Agents, Inc., to turn 
low-grade ores directly into copper, bypassing the con- 
ventional smelting stage. 

The plant will be the first fully integrated system to 
produce copper powder, and, with a special rolling and 
fabricating line patented by E. W. Bliss Co. (BW —Aug. 
30’50,p74), press the powder into strip, tubing, and wire. 

Up to now, there have been only two applications of 
the copper powder process—both on a fairly limited scale, 
and neither involving any rolling or fabrication from the 
powder. Whitaker Metals Corp. has licensed the process 
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for producing copper powder from scrap for the copper 
powder market; Sherritt Gordon uses the process, but 


mainly on nickel concentrates. At Sherritt Gordon, 
copper is produced only in very minor amounts. 

For copper producets—many of them long skeptical 
of some of the economies the process is supposed to 
bring—the Philippines project may shape up as an im- 
portant test of its worth. In terms of production costs, 
Dennis Pickens, president of Chemetals, claims right 
now that a plant using the process can get from copper 
concentrate to finished strip for 5¢ a Ib., where a con- 
ventional plant of the same capacity, using a smelter, 
can’t do it for under 10¢ per Ib. Several copper refiners 
challenge this, claiming even the 10¢-a-Ib. figure is far 
too low for copper production. 

Chemetals and Sherritt Gordon aren’t the only com- 
panies with a system for making copper powder, but 
the two claim their process is the only one that produces 
a powder pure enough for rolling into copper products. 
Ordinarily, copper powders are used only for bearing 
friction materials such as brake bands, and other pow- 
dered metal parts. 

When it goes into operation in 1964, the plant— 
which will be engineered and built by Foster Wheeler 
Corp.—will convert annually about 75,000 tons of copper 
concentrate into 14,000 tons of copper and copper prod- 
ucts. Two byproducts will also be produced—about 5,000 
tons electrolytic zinc, and about 98,000 tons of ammo- 


nium sulphate. 
& x * 


Laminated Aluminum Foil Cans Join 
Race for Frozen Food Container Market 


The battle raging between tinplate steel and sheet 
aluminum for the frozen food industry’s can business 
may turn into a three-sided affair. Last week, Anaconda 
Aluminum Co. announced the development of a new 
laminated, aluminum foil can—the second foil can on the 
market. And Minute Maid Corp., which has been test 
marketing a similar can for several months, revealed that 
it plans to use its new foil cans on a trial production 
basis after the prototype machine that made test con- 
tainers is delivered to Minute Maid’s Florida plant. 

The two makers of laminated foil for cans—Anaconda 
Aluminum and Aluminum Co. of America—think these 
cans are cheaper to produce than either tinplate or con- 
ventional aluminum cans, and, because of their lighter 
weight, are cheaper to ship. 

Like the Alcoa can used by Minute Maid, the Ana- 
conda container is made up of three main components: 
an inner liner of laminated foil, a body wall of fiber board, 
and an outer skin of laminated foil that doubles as the 
label. On Anaconda Aluminum’s cans, these three parts 
are spiral wound into a tube, and the tube is automat- 
ically sliced into cans. 

The Anaconda Aluminum machine for winding the 
foil tube was developed by R. C. Can Co., which is mak- 
ing the cans for H. P. Hood & Sons, Inc., a producer of 
frozen orange juicé concentrate. The Alcoa machine was 
developed by United Shoe Machinery Corp. 

Besides frozen concentrates, Anaconda Aluminum is 
studying other markets for laminated foil cans, among 
them: the container markets for grease and oil, nuts, 
popcorn, and coffee. 
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of Official Travel Organization? 


If Congress passes a bill re-introduced 
this session by Sen. Warren G. Magnu- 
son (D-Wash.), Uncle Sam will go a- 
courting overseas in a big way. His ob- 
jective: to lure foreign money here. 

Magnuson’s bill is aimed at promot- 
ing tourism in the U.S. from abroad 
and so helping to close the $1.2-billion 
travel dollar gap—equal to a third of 
the payments deficit last year. It pro- 
vides up to $5-million a year to ex- 
pand greatly the work of the Com- 
merce Dept.’s Office of International 
Travel. 

Last year, the Senate passed the 
measure unanimously, but it died in 
the House during the adjournment 
tush. This year, two-day hearings 
have already been held by the Senate 
Interstate & Foreign Commerce Com- 
mittee, of which Magnuson is chairman, 
and similar legislation, in greater detail, 
will be introduced in the House. Pres. 
Kennedy gave his blessing to the meas- 
ure last week. Early passage is expected. 
¢ Laggard—Adoption of the bill would 
be quite a switch for the U.S., which— 
a nation of tourists itself—has been 
notably weak at promoting travel from 
abroad to our shores. In promotion 
spending for such purposes we rank 
below Finland and Pakistan (chart). 

The U.S. government maintains no 
official tourist office in any foreign 
country. In marked contrast, New York 
City alone houses 52 foreign govern- 
ment tourist bureaus, and dozens more 
are scattered in other major cities. Mass 
media have been blanketed with entice- 
ments from foreign governments. Any 
casual observer can attest to their suc- 
cess. It has resulted in the greatest exo- 
dus of Americans since World War II. 
Equipped with dollars and almost end- 
less curiosity, we have roamed—and 
spent—freely. During 1960, nearly 
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2-million Americans traveled abroad, 
Almost forgotten in this travel boom 
have been the thousands of foreigners 
eager and financially able to visit the 
U.S. In earlier years, many were unable 
to come because of prohibitive costs or 
currency restrictions. But now many 
countries, thanks to healthier econ- 
omies, have eased or lifted the restric. 
tions, and travel costs are within the 
means of countless middle-income for- 
eigners. In 1960, foreign tourists to the 
U.S. numbered 780,000, a 13% in 
crease over the previous vear but less 
than half the increase in Americans 
going abroad. 
¢ Private Drive—The first awakening 
to the tourist problem really came in 
1957. That vear, the National Assn. of 
Travel Organizations spearheaded 4 
drive to lure foreigners here. Then, in 
late 1958, Pres. Eisenhower announced 
that 1960 would be “Visit the U.S. A. 
Year,” and urged full cooperation from 
government agencies and private groups. 
Working on a thin budget ($55,400 
in fiscal 1960; $165,000 in 1961), the 
Office of International ‘l'ravel—sct up 
after World War II to encourage Amer 
icans to travel abroad—coordinated the 
program. The State Dept. did its part 
by cutting red tape on visa applications, 
although travel experts say that many 
foreigners still object to the require 
ment that they appear in person at a 
consular office. The Immigration & 
Naturalization Service streamlined at 
rival formalities, and set up a large stall 
of “port receptionists” to greet and 
help foreign visitors at ports of entry. 
¢ Programs—Meanwhile, private travd 
organizations and carricrs have been 
actively promoting reverse tourism for 
two or three years. American Expres 
Co., through its American ‘Tour Unit 
and its offices around the world, wa 
among the front runners. — Extensive 
“Visit U.S.A.” programs have been 





U.S. Bid for Foreign Travelers! | 
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sponsored by Pan American World Ait 
ways, Trans World Airlines, Branif 
Airways (in Latin America), and other, 
carriers. All stress low-budget tours. 

A month ago, Scandinavian Airlines 
Svstem (SAS) announced a major pre 
gram to be launched in work 
shops throughout Europe, beginning it 
March, to sell the U.S. as a tounist 
haven. Joining SAS in the program wil 
be American Airlines, Eastern Airlines§ 
Western Air Lines, Greyhound Corp. 
Sheraton Corp. of America, Gray Line 
Sightseeing Co., LeBeau Internationa) 
Festivals Assn., and the National Asst 
of Travel Organizations. 

Needless to say, every U.S. travel 
group is backing Magnuson’s bill. END 
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been customers to tell you which business pub- 
is lications they find most useful in their 
nil work—then advertise there. Twenty- 

five companies conducted such surveys 


was 


nsive on their own during the last 10 years— 
a and American Machinist/Metalworking 
anif Manufacturing was consistently the 
. winner . . . hands down! 







y. 


ling Reason? AM/MM is the technical publica- 


pro- In metalworking—men who matter read... tion of metalworking—and metalwork- 
vorkg ing is a highly technical industry. 





1g if 

urisif s : AM/MM concentrates on how-to articles, 
will Am ” - = ™ we Metalworking case histories and working information 
opt MM: ac 4 inist Man U fi ac (url ng on the often highly complex methods 
Line and procedures involved in manufactur- 


om A McGraw-Hill Publication, 330 West 42nd Street, New York 36, N.Y. 


2 ing things from metal more efficiently, 
ssn 


more profitably. In short, it’s a 26-times- 
we == a-year work book. If metalworking is 
exop | your market, it will work for you. 













Design new savings into your engineering 
paperwork ...with Multigraph® Methods 


By easily and quickly providing enough “‘original’’, highly legible 
and accurate copies of drawings and other data—in whatever 
quantities required—Multigraph Methods speed up engineering 
procedures and cut costs on engineering paperwork. Here’s how. 

Inaccuracies resulting from misunderstandings are eliminated. 
Important changes, additions, deletions in original drawings can 
be incorporated for up-to-the-minute accuracy. And handling of 
master drawings and other important data is minimized . . . to 
save wear and tear and make them last years longer. <3 

Let us demonstrate how Multigraph Methods can “x9 
effect new savings in your engineering paperwork. 
Remember... Multilith’ Offset is the standard of com- 
parision for duplicating throughout the world. Contact 
your nearest Multigraph representative, or write 
Addressograph-Multigraph Corporation, Cleveland 17, O. 


Addressagraph-Multigraph q 


SERVING SMALL BUSINESS + BIG BUSINESS + EVERY BUSINESS 


© 1961 A-M Corporation 
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In Research 


Soviet Scientists Say They‘re Doing Fine 
But Regret Poor Tie-in to Industry 


At its annual meeting in Moscow last week, the Soviet 
Academy of Sciences agreed that Russian scientists are 
making major progress in such fields as space and auto- 
mation, but conceded that there is much room for 
improvement—particularly in translating scientific find- 
ings into production-line technology. 

Cooperation between science and industry is unsatis- 
factory, the academicians claimed. Scientists annually 
list the research achievements that they believe would 
be most helpful in industrial processing. But, for the 
most part, their recommendations gravitate toward the 
production of items of “secondary importance.” 

Much fine research and development equipment is 
available in Russia today, the academicians say. But the 
supply still lags behind the demand of the big institutes. 

The pool of scientific manpower also bothers the 
Academy. Not only is it not of sufficiently high caliber 
to suit Academy members, but there is also too much 
friction between scientists in the different disciplines. 

Among the areas to which the academicians want 
Russian scientists to direct more attention are: thermo- 
nuclear power, artificial photosynthesis, synthetic food- 
stuffs, the direct conversion of energy, and geology. 


Doctors Report Progress in Using 


Enzymes to Help in Diagnosis 


Thirty scientists from nine countries set forth the 
new importance of enzyme chemistry in medical diag- 
nosis, when the New York Academy of Sciences held 
a three-day conference on the subject last week. ‘They 
reported new methods for detecting, isolating, and 
identifying the 20,000 or 30,000 different enzymes pro- 
duced by the human body. 

Enzymes aren’t generally used in diagnosis yet, but they 
could have great value, doctors think. Although they are 
produced in the body by cells, enzymes are only catalysts 
—independent of, but serving as a control mechanism for, 
innumerable chemical processes in the body. 

From a medical standpoint, this makes enzymes signifi- 
cant as potentially the best indicator a doctor may have of 
chemical imbalance and disease. In the presence of 
cancer, for example, abnormal function of the metabo- 
lism is thought to trigger the production of certain types 
of enzymes. The difficulty has been to develop a device 
that’s sensitive enough to screen these enzymes out. 

Now, doctors at Johns Hopkins University say they 
have an “electrophoretic” technique by which they can 
classify enzymes not only by species but also by where 
they originated—in what cells or tissues in a given per- 
son. (In electrophoresis, particles are passed across an 
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@ P. 126—General Electric finds a profitable 
place in space. 





electrical field and are identified by the distinctive trails 


they leave.) 
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Role of Weather in Illness and Treatment 
Turns Out to Be No Idle Jest 


The old complaint—“feeling under the weather’—is 
more than an idle saying, according to medical investi- 
gation of the effect of climatic conditions on health. 
Infectious diseases occur almost twice as frequently in 
winter as in summer; and at least two chronic diseases, 
diabetes and rheumatic fever, appear to increase during 
March and April. 

Therapeutic Notes, a medical journal published by 
Parke, Davis & Co., says a similar response to tempera- 
ture changes can be noted in some asthma cases. Symp- 
toms increase during sudden drops in temperature. 

A study of appendicitis has shown that the worst time 
for an attack is during rising or high temperatures and 
falling or low barometric pressures. ‘Tetanus occurs much 
more commonly in warm climates than in cold ones. 

Evidence is also building up on the importance of 
climate in therapy, according to Dr. Harry E. Carnes, of 
Parke, Davis. Researchers have observed that the cardiac 
output of patients at rest in a warm and humid atmos- 
phere is about 57% greater than it is in a cool and air- 
conditioned environment. On the other hand, tropical 
climates seem to favor control of rheumatic heart disease. 


Aluminum Submarine Will Be Built 


To Aid Oceanographic Research 


This week, final arrangements are being worked out 
to build a 75-ton, $2-million aluminum submarine for 
oceanographic research. The vessel, to be called the 
Aluminaut, will be used to explore ocean depths down 
to 15,000-18,000 ft. as part of the Navy’s underseas war- 
faie research program. 

‘The Aluminaut will be 55 ft. long, 7 ft. in diameter, 
and its hull will be 64 in. thick. It will carry three to five 
persons. The sub will be able to stay submerged for 
36 hours and will have both verticle and lateral maneuver- 
ability, with an underwater speed of about 5 knots. 

The Aluminaut will have a closed-circuit ‘T'V system 
with which the ocean floor can be viewed. Mechanical 
arms will collect actual samples. The Navy hopes the 
new sub will enable it to learn more about the ocean 
bottom, water densities, and submarine detection tech- 
niques. 

Plans call for the Aluminaut to be owned by Reynolds 
Metals Co., which will lease it to the Navy’s Office of 
Naval Research on a long-term basis. It will be built 
by the Electric Boat Div. of General Dynamics Corp., 
and will be ready in about a year. 
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MSVD’s MANAGER, Hilliard W. Paige, 
sees a rosy future as the GE unit expands 
from research on missile nose cones to the 
whole broad field of space equipment. 


SOLAR GENERATOR, right, is only one 
of the byproducts of space study. Techni- 
cian is m:rrored in the reflector as he makes 
adjustment. Aim is to convert energy di- 
rectly for use in space. 


GE Finds a Profitable Place 


Today, a scant six years after it was 
launched, the Missile & Space Vehicle 
Dept. of General Electric Co. (cover) 
is without doubt a commercial success. 

GE isn’t saying how much the de- 
partment grosses or ncts annually. But 
industry people are suve that only one 
or two companies in tite U.S. currently 
are deriving more pro’,ts from the sup- 
plying of space equijfnent. And _ this 
week the MSVD got 33: 6$th and 70th 
current government tsearch and de- 
velopment contracts: one of $4.5-mil- 
lion as systems manage; for the first two 
Nimbus weather sate s and another 
of $1.5nillion to de:gn the control 
system for the Nimbt ries. 

The department, wich started with 
a cadre of 400 work “é in 1955, has 
grown to 8,000, of yiom 1,500 are 
scientists and enginees#¥ It’s still grow- 
ing as the market p Eatic expands. 
¢ Room to Stretch—!§$iar<l W. Paige 
(cover and above), so¥&posen 41-vear- 
old engineer who he 
everyone has his own 
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ture market in space equipment. But 
GE estimates that, last year, the govern- 
ment spent $50-million on manned 
vehicles and $800-million on unmanned 
vehicles. GE projects the $50-million 
figure to $1.75-billion on manned vehi- 
cles alone by 1970. And it also sees a 
promising market in nonmilitary space 
programs. 

In 1955, this scope wasn’t visible. 
Military orders for R&D on_ space 
projects were just beginning to appear 
in volume. Just a few items were in 
great demand, notably a nose cone 
that would bring an atomic warhead 
safely back through the earth’s atmos- 
phere despite heat of air friction. ‘This 
became GE’s first project for MSVD— 
one that was to lead to contracts in the 
whole broad field of space equipment. 
¢ Not Easy to Justify—The decision to 
set up MSVD and go after a whole new 
range of business wasn’t easy for GE 
management to justify. ‘The company 
had wet its feet in the development 
and production of one of the earliest 


missile systems, the Army’s Hermes 
short-range missile, and it knew the 
risks involved. 

In 1955, space technology was 
primitive. Facilities for broad research 
on a commercial scale would have to 
be set up virtually from scratch; top- 
flight people were few and hard to get. 
Yet GE felt that, if any company could 
do it, GE could. It was one of the few 
companies in the U.S. with the 
technical and financial resources to 
turn space work into a big and profit- 
able venture. 

It decided to take the gamble. 
¢ Setting It Up—Credit for persuading 
top management that a new department 
should be devoted to space R&D is 
given to C, W. LaPierre, vice-president 
and group executive. After selling 
then-Pres. Ralph J. Cordiner, who is 
now chairman and chief executive off- 
cer, on the idea that space was a place 
for GE, LaPierre also selected the man 
to organize the new department. 

He picked George F. Metcalf, who 
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had no space experience but had set 
up several successful R&D teams for 
the company. Paige became general 
manager of MSVD in 1958, when 
Metcalf was transferred to Washington 
as regional vice-president. 

At the outset, the facilities of all 
GE labs were placed at the disposal of 
MSVD, and two shock tubes were 
installed at a Schenectady lab ex- 
clusively for the fledgling department. 
Then, GE tossed $7-million into equip- 
ping MSVD and its headquarters in 
Philadelphia, and another $28-million 
for a space technology center now under 
construction at Valley Forge, Pa. 

For MSVD’s immediate manufac- 
turing needs, GE turned over a metal- 
working plant in Burlington, Vt. 


l. Nose Cones First 


MSVD’s first contract, for the Air 
Force’s nose cone, turned out to be a 
real coup, but it could have proved dis- 
astrous. The urgency of the project 
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MATERIALS that will stand up under conditions of reentering 
the earth’s atmosphere are tested in this 6-ft.-dia. shock tube at 
MSVD lab. Sample was exposed to blasts of Mach 22—up to 22 
times speed of sound. 





a 
STUDIES GO EVEN FURTHER afield from MSVD’s original business of developing 
nose cones. Here, biotechnologist Jack Konikoff explains experiments in converting urine 
to pure drinking water—part of broad research into problems of supporting life in space. 
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.... It’s persongl service, 
at Mitsubishi 


The Mitsubishi Bank, one of 
Japan’s oldest and: most dis- 
tinguished institutio¥s, grew out 
of a giant complex of;enterprises 
encompassing heavg@ industry, 
export-import, insuifince, ship- 
building, warehousin¥ and many 
others. For this reason, Mitsu- 
bishi is thoroughly knowledge- 
able in every facet of,every kind 
of business operatic; for this 
reason, Mitsubishi’s ¢:cilities are 
vast and varied. Your business, 
too, will benefit fronz:the intelli- 
gent advice and efficgnt service 
you get at Mitsubishi, 


2 


THE 


MITSUBISHI BANK, 
LTD. 


Head Office: Marunouchi, T#i:yo Branches: 
156 throughout Japan New‘ York Agency: 






120 Broadway, New York 5,°¥.Y. London 
Branch; 7, Birchin Lane, *%ondon, E.C. 3 


CABLE ADDRESS: BANXMITSUBISI II 
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alone might have made it more than a 
new organization could handle. But if 
GE. wanted the contract, it had to ac- 
cept the timing. 

The problem was to invent a nose 
cone that would shield an _ intercon- 
tinental missile’s warhead and _instru- 
mentation through the heat of reentry 
in the earth’s atmosphere. In 1955, 
ncbody knew much about nose cone 
construction; nobody was sure it would 
even be possible to build an effective 
nose cone from available materials. 
¢ Coping With Heat—MSVD scicn- 
tists scanned many theories for coping 
with the heat of missile reentry and de- 
cided that two had the best chances: 

e The heat-sink method, in which 
the nose cone would be clad with a 
material, such as copper, that could ab- 
sorb a great amount of Leat. 

e The principle of ablation, a 
phenomenon in which the surface of 
the material vaporizes, an extremely 
thin layer at a time, and the vapor car- 
ries off the heat. 

For a crash program, MSVD people 
decided the heat-sink method probably 
had the better chance, though there 
had been little experimenting with 
either system. For one thing, more was 
known about heat-sink materials than 
about ablative materials. 

Only 30 months after it landed the 
Air Force contract, MSVD had devel- 
oped a nose cone using the heat-sink 
principle. Paige estimates that about 
70 test flights were made during this 
development period. The result was 
MSVD’s Mark II reentry vehicle, which 
is clad with more than 1,000 Ib. of 
copper. The Mark II is used today as 
the nose cone on both the Atlas ICBM 
and the Thor IRBM. 

Test-flight of the heat-sink nose cones 
had value beyond proving the design 
and materials. MSVD_ took advantage 
of the tests to study other materials, 
to measure radiation, and to take pic- 
tures of the earth from space. These 
studies have continuing importance in 
many of MSVD’s other space projects. 
e The Ablative © Case—Meanwhile, 
MSVD continued on the ablation 
method as offering still greater long- 
range promise. Ablative materials can 
be much lighter than the amount of 
copper needed in the heat-sink method, 
thus increasing the weight that can be 
devoted to payload. 

MSVD scientists tested many such 
materials in shock tubes and wind 
tunnels. Eventually they were able to 
design the Mark III vehicle, built for 
the Air Force as an alternate nose cone 
for the Atlas. 


ll. Further Into Space 
Besides being a success in its own 


right, GE’s work on nose cones has put 
the company in an extremely good 





Gone to blazes! 


1,900,000 





This unsprinklered building, used for the 
manufacture of cardboard boxes, was com- 
pletely destr~ yed by fire. The blaze, starting in 
a pile of baled paper scrap, was raging out of 
control when firemen arrived. 


Proof that Grinnell 
Sprinklers can-save you 
from heavy loss by fire 





When flames struck this papermaker, Brown 
Company, two Grinnell Sprinklers extinguished 
the blaze without damage to the building. Due 
to insurance savings, a Grinnell System like 
this often pays for itself in a very few years. 
Get the facts. Grinnell Company, Providence 1, 
Rhode Isiand. Branches in principal cities. 
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GRINNELL 


AUTOMATIC SPRINKLER FIRE 
PROTECTION SINCE 1878 
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Bet a Verifax Copier does jobs 

you never thought of ! 
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Verifax copies turned out in 1 minute for 2%¢ each 








First surprise—a Kodak Verifax Copier gives you not one, but 5 or more 
copies from a single sheet of matrix paper. That’s economy! Next, it does 
more than just copy anything that’s written, typed, drawn or printed. It nae 














makes copies on one or both sides of white or color-coded bond-type COPIER 

paper... or on printed forms . . . or card stock. It also can whisk out trans- esl 

lucent whiteprint masters . . . even offset masters, with a low-cost adapter. sO 9°° 
See why a Verifax Copier is far and away your best buy today. For free office lit neigate 
demonstration, call your local Verifax dealer listed in Yellow Pages under Dupli- to $425. 


cating or Photocopying Machines. Or write Eastman Kodak Company, Business 
Photo Methods Division, Rochester 4, N. Y. for free booklet describing all Verifax . 
L Copier models. Prices quoted are manutacturer’s suggested prices and are subject to change without notice 


) Verifax’ Copying DOES MORE... COSTS LESS... MISSES NOTHING 


961° 
























) 
\ 


If it flows through pipe 
anywhere in the world.... 


chances ar® it’s 
contrélled by... 
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SINCE 1880 


Solving tough liquid level and 
pressure control problems is 
Fisher’s forte—the very sinew 
and muscle of Fisher’s 80-year 
leadership. 


The problem may be located in 
Venezuela, Brazil, Saudi Arabia 
or here in the U.S.A., but wher- 
ever or whatever the control prob- 
lem, you know you can get the 
right control in a hurry from 
Fisher Governor Company, 
Marshalltown, lowa/ Woodstock, 
Ontario/ Rochester, England. 
Butterfly Valve Division: Conti- 
nental Equip. Co., Coraopolis, Pa. 


ENGINEERS WITH ¥:CIAL CONTROL PROBLEMS...FIND THE ANSWER IN... FISHER 


ne 
Manufacturers of: PRESSUA REGULATORS, CONTROL VALVES AND LIQUID LEVEL CONTROLS 














FLEXIPRONE 
PAGING TELEPHONE 


ANNOUNCEMENTS « CONFERENCE SERVICE 
BACKGROUND MUSIC + SHIPPING ORDERS 
PAGING SERVICE 


Saves time ...saves money. The DuKane 
Flexiphone Paging Telephone is the new- 
est, most versatile internal communica- 
tions system. Combines the best features 
of the telephone and intercom, with 
paging, music or program distribution. 
Hold conferences without leaving your 
desk. Just press the page button and call 
the man you want...no waiting... 
almost immediate response. 
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Here’s how advertisers 
evaluated general-busi- 


ness, and news maga- 
zines in 1960: 





Advertising Campaigns 
Business Week carried 
313 more advertising 
campaigns than the next 
leading general-business 
or news magazine. 
Number of Advertisers 


Business Week had 188 
more advertisers than 
any other general-busi- 
ness or news magazine. 


Number of Business and 


Industrial Advertising 
Pages— 
Business Week carried 


more than twice the total 
business and _ industrial 
advertising pages of any 

j other general-business or 
news magazine. 




































NOSE CONE is mated to an Atlas missile 
on a gantry at Cape Canaveral. The 12-ft. 
tall cone was recovered after a 5,000-mi. 
ballistic flight that yielded important data 
for MSVD researchers. 


position in development of — spacé 
vehicles as distinguished from missile 
components. Work on nose cone 
themselves is tapering off, but GE’ 
experience is a major asset in the space 
vehicle business. 

“A nose cone is actually a space 
vehicle,” Paige explains. “It goes 700} 
mi. into space, and its equipment has 
to operate and survive in space. So it 
was a happy circumstance that we had 
conceived the concept of recovery im 
our work on the Atlas nose cone. Q 
course, a space vehicle must also bé 
recoverable.” 

GE looks for govethment contract§ 
in many different types of space researeh 
(pictures, pages 126 and 127). But i 
especially seeks work that seems likely 
to lead to advances in the state of thé 
art or that is likely to lead to repeat 
orders. 

Today, MSVD’s basic facility, thé 
Space Sciences Laboratory in Phils 
delphia, is organized under five majot 
research groups: advanced  aerody- 
namics, aerophysics, structure and 
dynamics, materials studies, and special 
projects. Typical investigations include 
behavior of materials under extreme 
heat and high impact, the effects of 
upper-atmospheric and space environ 
ments on vehicles and __ passengers, 
physical chemistry, high-altitude gas 
dynamics, energy transfer, applied dy 
namics, and studies of many materials. 
> The Product Mix—MSVD has 
landed contracts for design and develop: 
ment of satellites for communicatio 
and weather and astronomical observ 
tions and manned vehicles for spac 
travel. It is working on many subsys 
tems for space vehicles. 

For example, it has built a lab modd 
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paths can be vitally important 
. for example,: where 
products must mow smoothly 
through assembly creas. Use 
Bassick grooved-wi:2el casters to 
provide a simple economical 
solution. They run squally well 
on floors or easy-tc construct 
angle-iron tracks. :: 
P.S.: Bassick positizin locks 
can also solve tricky production 
handling problems, 
k 
THE BASSICK COMP3NY 
Bridgeport 5, Conn. 
in Canada: Belleville, nt 
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... no one without demon- 
strable technical compe- 
tence has been welcome at 


MSVD 


(STORY on page 126) 


of a device that will permit an astro- 
naut to re-use the water he drinks and 
the oxygen he breathes. From its study 
of power sources has come a fuel cell 
that produces water and electricity. At 
the new Valley Forge Lab, MSV D will 
be able to simulate “coliditions in outer 
space for the testing of full-sized space 
vehicles. 

“The tunnel will reproduce every- 
thing except the radiation a space ve- 
hicle will encounter,” Paige says. 

The diversity of its work has saved 
MSVD from some nasty bumps. When 
work on the Thor IRBM_ suddenly 
ended, for example, MSVD hardly felt 
the blow. Right now, 41% of MSVD’s 
space work is still related to nose cones, 
but work on space vehicles has jumped 
from zero in 1955 to 38% of the total. 
By 1965, GE expects 65% of its space 
work to be in this field, even while 
MSVD’s total business doubles. 


Solid Footing 


As MSVD grew to emploving 6,000 
at Phil: adelphia and 2,000 at its Burling- 
ton factory, it attracted technical 
people from the aircraft industry and 
from other  clectronic companies. 
Aircraft technicians have been espe- 
cially eager to get into this field. 

“They liked the job. security we could 
offer,” says Paige. “And they knew that 
GE wasn’t going to allow MSVD to 
rise and fall on awards of contracts 
from the government therefore 
that they wouldn’t be subject to sudden 
layoffs.” 

However, no one without demon- 
strable technical competence has been 
welcome at MSVD-—the fast-growing 
department has not time to train 
people. 

Paige notes that many scientists are 
attracted by the GE policy of encourag- 
ing emplovees to write scientific papers. 
In 1960, MSVD staffers presented 346 
technical papers at scientific and engi- 
neering mectings. 

“But the greatest attraction was, and 
still is, the urgency and excitement of 
space work,” Paige adds. “Every em- 
plovee knows he is working on some- 
thing important.” 
¢ Luck and Management—It was luck, 
says Paige, that when GE decided to 
go all-out for space work, it happened 
to have a nucleus of men already 
experienced in missile work. It may 
have been luck again when MSVD was 
ready to meet the growing demand for 








"How do you start a) 
Pension Program?" 


That’s a question that seems to stop 
any number of companies that would? 
like to institute some sort of retirement 
program — but just don’t know quite 
how to go about it. 

To try and help, we've prepared 
a new booklet called “Planning an 
Employee Retirement Program.” 

Not that we’re bankers or actuaries, 
We're not. But over the years now 
we’ve worked so closely with so many 
of both that we do feel comfortably 
familiar with the corporate problems 
involved. In our opinion this booklet 
goes a long way towards providing 
the right answer for any company that 
wants it. 

- The booklet begins with a brief his- 
tory of pension plans, explains their 
constantly growing importance to 
American business. 

It describes the various types to 
choose from, tells about qualifying 
them for maximum tax advantages. It 
takes up the two major methods of 
financing, has a detailed exploration of 
trusteed plans—explains the role that 
balanced portfolios can play—and the 
kind of securities that make them up. 

The booklet provides sensible ad- 
vice on long term investing, a clear-cut 
example of the power of dollar cost 
averaging, and time-tested sugges 
tions on the next steps to take in set- 
ting up a sound retirement program 
of your own. 

+ If you’d like a copy, we’ll be happy 
to mail one. No charge, of course. No 
obligation, either. Simply address— 


R. J. CHVAL 
Department SC-24 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK5,N. Y. 
138 offices in U. S., Canada and abroad 
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( Advertisement) 


62 U.S. manufacturers now operate 


two or more plants in booming Puerto Rico 


One manufacturer has expanded to eight branch plants 


on this politically stable island. Here is an up-to-the- 


minute report on Puerto Rico’s amazing industrial boom. 

























The Stars and Stripes and the Puerto 
Rican flag fly side by side at the gov- 


ernor’s mansion in San Juan. 


Property and investments 
in Puerto Rico are protected 
under two constitutions 


U. S. BUSINESSMEN are now invest- 
ing in politically stable Puerto Rico 
at the rate of $1,000,000 a week. 
They know their property and invest- 
ments are as safe in Puerto Rico as 
in any part of the United States. 

Puerto Rico is associated with the 
United States. This serene island is 
a self-governing Commonwealth 
within the American Union. Prop- 
erty is safeguarded under the Con- 
stitutions of both the United States 
and the Commonwealth of Puerto 
Rico. 

The U.S. dollar is currency. No 
passports are needed. Money, people, 
and goods move to and from the 
U.S. without red tape or tariffs. And 
U.S. manufacturers in Puerto Rico 
run their plants under commercial 
laws and practices that are familiar 
to them. 








1. Two new U.S. plants a week. Over 
600 U.S. factories have opened in 
Puerto Rico during the last decade. 
Sixty-two U.S. firms have expanded 
their Puerto Rico operations to two or 
more plants—and one company already 
has eight manufacturing subsidiaries in 
Puerto Rico. The pace gets livelier each 
year. In fiscal 1960, eighty-eight new 
U.S. plants began operations on the 
island. And U.S. manufacturers are 
now signing up at a rate greater than 
two a week. 


2. New pattern for big industry. A pat- 
tern of integrated industry is beginning 
to emerge in Puerto Rico. The island’s 
largest oil refinery is now providing raw 
materials for Union Carbide Caribe, a 
new $39,800,000 petrochemical plant 
near Ponce. This plant is now expand- 
ing to nearly double its present size. 

Another U.S. complex, centered 
around a $5,800,000 flour and feed 
mill, includes three tuna packing plants 
valued at about $6,000,000,a$2,500,000 
meat packing plant, and a $15,000,000 
fertilizer industry. 


3. No “runaway” plants wanted. Only 
genuinely new or expanding operations 
qualify for Puerto Rico’s ten-year tax 
holiday. Puerto Rico does not grant tax 
exemption to plants that attempt to 
“run away” from the United States. 


4. Skilled workers available. Puerto 
Rico’s labor force of 625,000 includes 
many thousands of skilled workers. 
Twelve excellent vocational schools 
have a total enrollment of 17,000. 


5. Precision work, high output. A U.S. 
electronics manufacturer says that his 
Puerto Rico operation went ahead of 
his plant on the mainland, in production 
per man hour, only ninety days after 
work started. 





One U. S. electrical equipment manu- 
facturer reports that workers in his plant 
on the island soon equaled the output 
of workers in his mainland plant—with 
only half as many rejects. 

Altogether, fifty U.S. manufacturers 
are making electrical and electronic 
equipment in Puerto Rico. 


6. After ten years, plants stay on. Fifty- 
nine U.S. factories have reached their 
tenth year in Puerto Rico; thus they 
have come to the end of their one hun- 
dred per cent tax holiday. Fifty-one of 
the fifty-nine plan to continue operat- 
ing in Puerto Rico. 


7. Imports and exports multiply. Puerto 
Rico’s total income has doubled since 
the last war. Her private savings have 
almost trebled. Exports are five times 
greater. So are imports. Man for man, 
this island is the best overseas customer 
for U.S. goods. She bought $760,000,000 
worth of U.S. products during fiscal 
1960—a whopping 13 per cent increase 
over the previous year. 


8. Truck your goods from Puerto Rico. 
New “trailerships” carry cargo in sealed 
truck bodies between Puerto Rico and 
several Atlantic seaboard ports. A sealed 
truck body is lifted off the trailer and 
onto the ship. At the port of debarka- 
tion, the body is lifted off the ship and 
onto a waiting trailer. This saves time, 
prevents pilferage. 


For full details on Puerto Rico’s many 
advantages as a place to live and do 
business, write Mr. Alex Higuera, Com- 
monwealth of Puerto Rico, Economic 
Development Administration, Dept. 
B-2, 666 Fifth Avenue, New York 19, 
N. Y. Or get in touch with our offices in 
Miami, Philadelphia, Boston, Chicago 
or Los Angeles. In San Juan call Gabriel 
Rivera Hernandez at San Juan 3-0040. 
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U. 293 pp., $4.95 ¥ 
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Just Out. Presents mersonal ap- 
proaches of 60 top jexecutives to 
everyday managemént practices. 
Edited by H. B. Maynurd, Maynard 
Research Council, Ing 1,236 pp., 
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ples of managing a business success- 
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$4.00 
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Describes methods used by master 
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success. By E. Dale, Ernest Dale 
Assoc. 271 pp., $5.95 


THE RESEARCH REVOLUTION 


Just Out. Explains how research 
power can pay off in new economic 
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218 pp., $4.95 
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space vehicles, with its nose cone work 
having provided exactly the right kind 
of experience. 

But Paige maintains it was good 
management, not luck, that has given 
the company its reputation for re- 
search and design work and that has 
placed technical people—scientists and 
engineers rather than salesmen, ac- 
countants, and production men—in the 
top places in all GE departments that 
deal with defense projects. With 
a technical background, GE manage- 
ment men can talk the same technical 
language as the customers they deal 
with. 

MSVD’s success is partly due, too, 
he feels, to the continued interest of 
top company officials in the work it is 
doing and in seeing that it gets the 
equipment and the people it needs. 
The department is still able to pick 
the cream of technical men. 

“Good people attract good people,” 
Paige says. 


Power Under the Ice 


This pressurized water nuclear re- 
actor, buried beneath the ice at Camp 
Century, 138 mi. north of Thule, 
Greenland, soon will be supplying all 
of the electricity needed to make life 
bearable for 100 scientists and main- 
tenance men at the first U.S. under- 
ice city (BW —Sep.26’59,p87). 

The reactor was built by Alco Prod- 
ucts, Inc., to deliver about 1,500 kw. 
of electricity and 1,000 lb. of steam 
per hour to be used for purifying air 
in the under-ice city. 

Scientists will use Camp Century 
(1) to investigate the various prob- 
lems involved in building permanent 
missile bases in the polar ice cap, and 
(2) find out more about the basic 
nature of ice, a substance that looks 
like a solid but behaves, in many ways, 
like a viscous liquid. END 
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Special service to help you 


BRONZE 
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Write for Free Catalog A-113 
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For faster and more efficient 


postal service . 


LEARN THE “A.B.C.’s” 
OF GOOD MAILING HABITS! 


A postal delivery zone number 
helps speed your mail! 


B certain to include your return 
address on all letters and pack- 


ages! 


C that the delivery address is cor- 
rect and complete! 


MAIL EARLY IN THE DAY 
—IT’S THE BETTER WAY! 
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THE TREND» 
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A Wo:kable Approach'7o Medical Cad 


Pres. Kennedy! plan for a system of health insur- 
ance for the agec. is a marked improvement on the 
Forand bill of lazi year (BW—Apr.16’60,pp25,184). 
The Forand bill BY it its emphasis almost exclusively 
upon hospitalizat:on for the aged and ailing. This 
raised the dang¢+ of what health specialists call 
“hospitalitis”—ths tendency to swamp the hospitals 
with people who }iiight better be treated outside. 

Kennedy seek io avoid “hospitalitis” this way: 

¢ The medial insurance for hospitalization is 
“deductible”—it?equires the patient to pay $10 
for each of the ficst nine days in the hospital. 

¢ The progré:n provides for outpatient diagnos- 
tic services—aga¥a with a deductible charge of $20. 

° It providd: for visiting nurse services and 
related home he#!th services for a limited period. 

e It encour those patients who may still 
need skilled car¥; after a period of hospitalization 
to go to less-expfxsive nursing homes. 

This approachi which is tied to the Social Security 
program, makes»sense in meeting a national need 
that is already Ur gent, and is getting more so year 
by year. Obvious: Y; one must worry about the initial 
and future cost «i the program (which Kennedy has 
not stated clearli). His message does suggest that 
the costs could he met by a %4 of 1% increase in the 


Social Security - contributions of employees and 
employers, and sy raising the maximum earnings 
base on which $:xes are collected from $4,800 to 
$5,000. This wcyld yield about $1.5-billion a year, 
when the prog ng became fully operative in 1963. 


Specialists who ¥ave worked with the Health, Educa- 
tion & Welfare Dept. both during the Eisenhower 
years and more recently say that the program has 
been carefully cpsted and is actuarially sound. 

The $1.5-biili¢n figure is big (even ignoring for 
the moment the‘ fact that it may grow bigger), but 
it must be remejnbered that, if old people are sick, 
the costs of theiy illness have to be met one way or 
another—or else they must be left to suffer. 

The essential question, therefore, is whether the 
Social Security fystem is the best way of meeting 
costs that cannof be avoided, in any case. We see no 
better alternatife to Social Security for doing the 
essential job: spleading the burdens of old age over 
the years when people are younger, are working, 
and have more adequate incomes. 

This is not to say that we are wholly in agreement 
with Kennedy’s message to Congress. It was a mis- 
take for him to bring into it programs for the 
health of children or programs of vocational re- 
habilitation. The program to provide medical care 
for the aged is properly linked to Old Age & Sur- 
vivors Insurance. This program for the aged may 
in fact be jeopardized by trying to bring in other 
programs in a: mistaken political effort to “bal- 


136 


ance” the medical program by providing benefi 
for the young as well as the aged. 

There’s: another concern that Kennedy’s pla 
raises: In an effort to avoid the “socialized medi- 
cine” label, it carefully says that there is no inten 
tion to regulate the medical profession or the hos 
pitals. This is doubtless a necessary proviso—but 
it involves a danger as well: the danger that the 
Social Security payments will simply feed the long- 
continuing rise in medical fees. The effectiveness 
of the program will be dissipated unless doctors, 
hospitals, and the broad public exercise self-restraint 
and do not use the Social Security program as an 
engine of inflation for the costs of medical care. — 

The Kennedy message does face up to the prob 
lem of mounting medical costs in its own way. It 
recognizes that there is a serious, and worsening, 
shortage of doctors, and it proposes to build mo 
medical schools and training hospitals and to pro 
vide for medical scholarships to deal with the sho 
age. Thus, it proposes to attack the country’s med 
cal problems not only from the demand side, but 
from the supply side as well. 


Time to Speak Up 


It is\a piece of bad luck for business that, just 
as a new Administration takes office, a spotlight of 
scandal has been focused on some important Ame 
can businessmen. First, there were the sensational 
charges and countercharges involving conflicts of 
interest at Chrysler Corp. Then came headlines 
about the big electrical manufacturing companies 
and their executives who pleaded guilty (or no con 
test) and were sentenced for rigging prices. 

Rightly or wrongly, people in general find it 
hard to believe that directors and top-level execu 
tives were unaware of what was going on. They sa 
that if top management didn’t know, it should have 
This widespread public sentiment is something tha 
top managers must recognize, even though they insis 
that it is unfair and mistaken. 

Such an awareness can lead to positive action. — 

First, those with top responsibility must make 
doubly sure that operating and field people know 
what policy is and obey it. ; 

Second, businessmen, individually and collectively 
should state their position on these ethical questions 
publicly and forcefully. Declarations of codes of 
ethics often sound hollow, but they can help guide 
the actions of subordinates, for whom the corporé 
tion after all is responsible. In times like these 
tremendous pressures to produce profitable resul 
are brought to bear at every level in an organization 
It would be healthy for every corporation to mak 
it plain that pressure is no excuse for wrong-doing, 
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